












































¢ 
a 
%\ 
\ » £.. 
os 7 wees ules 
: RELEASES IN Tais isslf Wi: rate, ‘PAGE he following releases relate to self-regulatory 
@ aS eh ency rule proposals and/or adoptions: 
Securities Act <K a c 
. Securities Exchange Act 12 “ N, we é 34-12123 34-12131 34-12134 34-12137 
Public Utility Holding we 34-12129 34-12132 34-12135 34-12139 
CompanyAct —— - 19¥QGs06......... 34-12130 34-12133 34-12136 34-12149 
Trust) Indenttira Act...  \ +A2Z8 dtana.t sl es 
| = Investment Company Act sere ti Berrie Sect ices 25 34-12142 Notice of Withdrawal of Pro- 
€ investment Advisers Act - 498-99 ............ 32 posed Rule 10b-15 and related 
Litigation - 7252,7284-95-...... 32 amendments to Rules 17a-3 
Corporate Reorganization -318 ............... 36 and 17a-4 under the Securities 
| Exchange Act of 1934....... 10 
This issue covers releases issued from 2/20/76-2/26/76. 34-12143 Withdrawal of Proposed 
Amendment Rule 16a-8(g)(3) 
under the Securities Exchange 
r) SIGNIFICANT ITEMS Med AGDE.: 255 1G Dowd 10 
; 34-12148 Notice of Proposed Amend- 
This listing does not affect the legal status of any ments and Interpretations to 
cl document published in this issue. the Uniform Net Capital Rule 
) (Rule 15c3-1) pertaining to 
| SEC DOCKET INDEX the treatment of transactions 
by Market Makers in Listed 
Options (S7-GT6} 2.22. a.9s%. 11 
° VOLUME FOUND IN DOCKET DATED \A-499 Notice of Withdrawal of Pro- 
i posed Rule 206(4)-3 and Pro- 
| Vol. V, No. 15 12/3/74 posed Amendements to Rule 
I Vol. V. No. 16 12/10/74 206(4)-1 under the Investment 
| tH Vol. VI, No. 3 1/8/75 Advisers Act of 1940........ 32 
IV Vol. VI. No. 15 areatre 33-5685 Amendment to Rule 14(b)(3) 
e pow been sprig of Rules of Practice relating 
e e Vit Vol. VIII. No. 15 1/28/76 to Tender of Witness Fees .... 1 
NOTE: Litigation Release No. 7252 dated January 28, 
) 2 1976 was inadvertently omitted from Volume 8 
Number 17 
SECURITIES ACT OF 1933 
Announcement PAGE 
® 34-12138 Notice of Further Clarification 
of Availability of Last Sale Infor- 
mation on a Real-Time Basis Securities Act of 1933 
for Purposes of Rules 10a-1 Release No. 5685/February 25, 1976 
and 17a-15 Under the Securi- 
ties Exchange Act of 1934 Securities Exchange Act of 1934 
(File Nos. S7-433 and S7-515) 8 Release No. 12140/February 25, 1976 
* CR-318 Fourth Supplemental Advisory 
Report of the Securities and Public Utility Holding Company Act of 1935 
Exchange Commission on Pro- Release No. 19401/February 25, 1976 
@ posed Plan or Reorganization 
in the matter of Imperial ‘400’ Trust Indenture Act of 1939 
National, Inc.,et al. ......... 36 Release No. 428/February 25, 1976 








& SEC DOCKET/1 








Investment Company Act of 1940 
Release No. 9175/February 25, 1976 


Investment Advisers Act of 1940 
Release No. 498/February 25, 1976 


AMENDMENT TO RULE 14(b)(3) OF THE SECURITIES 
AND EXCHANGE COMMISSION’S RULES OF PRACTICE 


The Securities and Exchange Commission has amended 
Rule 14(b)(3) of its Rules of Practice, 17 C.F.R. 201. 14(b)(3), 
regarding the service of subpoenas, to become effective 
upon publication in the Federal Register.’ The text of Rule 
14(b)(3) of the Commission's Rules of Practice, as amended, 
reads as follows: 


(3) Service of Subpoenas. Service of a subpoena upon 
a person named therein shall be made by delivering a 
copy of the subnoena to such person. Delivery of a 
copy of the subpoena to a natural person may be 
made by handling it to the person; by leaving it at his 
office with the person in charge thereof, or, if there is 
no one in charge, leaving it in a conspicuous place 
therein; by leaving it at his dwelling place or usual 
place of abode with some person of suitable age and 
discretion then residing therein; by mailing it by 
registered or certified mail to him at his last known ad- 
dress; or by any method whereby actual notice is 
given to him prior to the return date. When the person 
to be served is not a natural person, delivery of a copy 
of the subpoena may be affected by handing it to a 
registered agent for service, or to any officer, director, 
or agent in charge of any office of such person; by 
mailing it by registered or certified mail to such 
representative at his last known address; or by any 
method whereby actual notice is given to such 
representative prior to the return date. 


Whenever service is to be made upon a person who is 
represented in the pending proceeding by an attorney, 
the service may be made upon the attorney. 


When a subpoena is issued at the instance of anyone 
other than an officer or agency of the United States, 
for the service to be valid accompanying the subpoena 
there shall be a tender to the subpoenaed person of 
the fees for one day’s attendance and the mileage as 
specified by paragraph (c) of this section [Rule 14(c)]. 


The provisions of this sub-paragraph [Rule 14(b)(3)| 
shall apply to investigations as well as hearings. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' Since Rule 14(b)(3) is a procedural rule, the amendment of 
this rule is exempt from the publication of notice provisions 
of 5 U.S.C. §553(b). 
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SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12122/February 20, 1976 


An order has been issued granting the applications of the 
Pacific Stock Exchange, Inc. to strike from listing and 
registration the common stock of Callon Petroleum Com- 
pany and INA Investment Securities, Inc. The applications 
were made at the request of the two companies. The com- 
mon stock of INA remains listed and registered on the New 
York PBW and Detroit Stock Exchanges. 


An order has also been issued granting the application of the 
New York Stock Exchange, Inc. to strike from listing and 
registration the common stock of American Chain & Cable 
Company, Inc. The company has less than 193,000 shares 
in public hands as a result of a tender offer made by Babcock 
International, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12123/February 20, 1976 


In the Matter of 


Pacific Clearing Corporation 
453 South Spring Street 
Los Angeles, California 90014 


(SR-PCC-75-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 7, 1976, the Pacific Clearing Corporation 
("PCC") filed with the Commission as a proposed rule 
change, pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 (the “Act’’), copies of a Non-Exchange 
Clearing Participants Application and Agreement, to be sign- 
ed by all participants in PCC which are not member firms of 
Pacific Stock Exchange, Incorporated. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, notice of the proposed rule change together 
with the terms of substance of the proposed rule change 
was given by publication of a Commission Release 
(Securities Exchange Act Release No. 11996, January 9, 
1976) and by publication in the Federa/ Register (41 Fed. 
Reg. 2452, January 16, 1976). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to PCC, and in particular, 
the requirements of Section 17A and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-PCC-75-2, be, and hereby is, approved. 
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For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12124/February 20, 1976 


Admin. Proc. File No. 3-3811 
In the Matter of 


AMHERST SECURITIES CORP. 
New York, New York 


ORDER DISCONTINUING PROCEEDINGS 


The broker-dealer registration of Amherst Securities Corp. 
having been revoked (Securities Exchange Act Release No. 
11657 (September 16, 1975), 7 SEC Docket 872), the Divi- 
sion of Enforcement moves for discontinuance of these 
proceedings. 


Accordingly, IT 1S ORDERED that these proceedings with 
respect to Amherst Securities Corp. be, and they hereby are, 
discontinued. 


By the Commassion. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12125/February 23, 1976 


The Securities and Exchange Commission announced, pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’), the temporary suspension of over- 
the-counter trading for a single ten day period commencing 
at 9:55 A.M. (EST) on February 23, 1976 and terminating at 
midnight (EST) on March 3, 1976 of the securities of 
Government Employees Insurance Company (’’GEICO”), a 
casualty insurance company with its principal office located 
in Chevy Chase, Maryland. 


The Commission ordered the trading suspension at the re- 
quest of the company in view of the possible lack of ade- 
quate and accurate public information regarding the com- 
pany’s operations, financial condition and provision for loss 
reserves. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Acct, at 


the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12126/February 24, 1976 


In the Matter of 


SIDNEY BERTRAM WEINBERG 
Oceanside, New York 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Sidney Bertram Weinberg, a former principal of 
Weinberg, Ost and Hayton. and the Hayton Corporation, 
broker-dealers formerly located in New York City, has sub- 
mitted an offer of settlement without admitting or denying 
the allegations in the order for proceedings which the Com- 
mission has determined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Sidney Bertram Weinberg willful- 
ly violated Section 17(a) of the Securities Act and Section 
10(b) of the Securities Exchange Act and Rule 10b-5 
thereunder, willfully aided and abetted violations of Section 
15(c)(1) of the Securities Exchange Act and Rule 15c1-6 
thereunder, and that it is in the public interest to impose the 
sanctions specified in the offer of settlement. ' 


Accordingly, IT iS ORDERED that Sidney Bertram Weinberg 
be, and he hereby is, barred from association with any 
broker-dealer, investment adviser, investment company and 
municipal securities dealer. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





'The findings herein are not binding on any other respon- 
dent named in the proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12127/February 23, 1976 
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Administrative Proceeding File No. 3-4739 
In the Matter of 

MAURICE E. HAND 

3 Wedgewood Road 

New Hartford, New York 13413 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In connection with an administrative proceeding under the 
Securities Exchange Act of 1934, Maurice E. Hand has 
made an Offer of Settlement which the Commission has 
determined to accept. Solely for the purpose of this 
proceeding, and without admitting or denying the 
allegations in the Order for Proceedings, the respondent 
consents to the findings set forth below. 


On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that respondent Hand _ willfully 
violated Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder, and willfully aided and abetted violations of Sec- 
tion 17(a) of the Exchange Act and Rules 17a-3 and 17a-4 
thereunder. 


Accordingly, IT |S ORDERED that: 


(1) Maurice E. Hand be, and hereby is, suspended from 
association with any broker, dealer, or investment company 
for a period of nine (9) months, effective at the opening of 
business on the second Monday after the date of this order; 
and 


(2) That after the expiration of the aforementioned nine (9) 
month period, Maurice E. Hand be, and hereby is, barred 
from association with any broker, dealer, or investment com- 
pany in a supervisory or proprietary capacity. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12128/February 23, 1976 


Admin. Proc. File No. 3-4741 

In the Matter of 

Edward Stansfield 

R.D. 5 

Mechanicsburg, Pennsylvania 17055 

ORDER IMPOSING REMEDIAL SANCTIONS 

In these broker-dealer proceedings under the Securities Ex- 
change Act, Edward Stansfield (Respondent) has submitted 
an Offer of Settlement which the Commission has deter- 


mined to accept. 
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On the basis of the Order for Proceedings and the Offer of 
Settlement, it is found that Respondent willfully violated 
Sections 5(a), 5(c) and 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act and Rule 
10b-5 thereunder. The Respondent's Offer of Settlement 
provides that for a period of two years, the Respondent will 
refrain from association in any capacity with any issuer sell- 
ing or proposing to sell securities to members of the public, 
except those offerings registered with the Commission pur- 
suant to the Securities Act of 1933. In view of the foregoing, 
it is in the public interest to impose the sanctions specified in 
the Offer of Settlement. Accordingly, IT 1S ORDERED that: 


Edward Stansfield be and he hereby is suspended 
from association with any broker or dealer for a period 
of sixty days, effective at the opening of business on 
the second Monday after the date of this order and 
thereafter barred from association, with any registered 
broker or Cealer in any capacity except as a supervised 
employee in a non-supervisory position provided that 
after one year he may apply to become reassociated 
with a broker dealer in a supervisory position 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12129/February 23, 1976 


In the Matter of 


NATIONAL CLEARING CORPORATION 
1735 K Street, N. W. 
Washington, D. C. 20006 


(SR-NCC-76-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


The National Clearing Corporation (‘NCC’) submitted on 
January 8, 1976 a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
Act’) to amend Operating Rule 3 to allow NCC to provide 
the issuer of any eligible security at any time credited to the 
Free Position of a Clearing Member the name of the clearing 
member and the amount of such issuer's securities so 
credited. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, notice of the proposed rule change together 
with the terms of substance of the proposed rule change 
was given by publication of a Commission release 
(Securities Exchange Act Release No. 12016, January 14, 
1976) and by publication in the Federa/ Register (41 Fed. 
Reg. 2877, January 20, 1976). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to NCC, and in particular, 
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the requirements of Section 17A, and the rules and 
regulations thereunder. 


IT |S THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-NCC-76-1, be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12130/February 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC CLEARING CORPORATION (File No. SR-PCC-76- 
3) 


The Pacific Clearing Corporation (PCC) submitted on 
February 17, 1976 a proposed rule change pursuant to Rule 
19b-4 under the Securities Exchange Act of 1934 (the 
“Act’’) relating to the establishment of a satellite facility in 
Portland, Oregon, for handling securities receipts and 
deliveries for local brokers and banks for processing at the 
San Francisco and Los Angeles offices of PCC and the 
Pacific Securities Depository Trust Company. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 1, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within three weeks from the date of publication in the 
Federal Register. Persons desiring to make written sub- 
missions should file six copies thereof with the Secretary of 
the Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PCC-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street. N. W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12131/February 23, 1976 


In the Matter of 


The Depository Trust Company 
55 Water Street 
New York, N.Y. 


(SR-NYSE-75-20) 


ORDER APPROVING CHANGE IN THE RULES OF THE 
DEPOSITORY TRUST COMPANY 


On November 28, 1975, The New York Stock Exchange, 
Inc. (the “NYSE”) submitted, pursuant to Rule 19b-4 under 
the Securities Exchange Act of 1934 (the “Act’’), a proposed 
change in the rules of the NYSE’s depository subsidiary, The 
Depository Trust Company (“DTC”), a registered clearing 
agency. The proposed rule change, an amendment to DTC’s 
Rule 6, provides that DTC participants who wish to exercise 
dissenters’ rights, appraisal rights or similar rights available 
to DTC’s nominee as the registered owner of securities 
deposited with DTC must indemnify DTC and any nominee 
of DTC in whose name the securities are registered against 
losses sustained in actions taken pursuant to participants’ 
instructions in exercising such rights. DTC or its nominee 
would not be indemnified against losses for which DTC or 
the nominee was at fault. 


In accordance with Section 19(b) of the Act and Rule 19b-4 
thereunder, notice of the proposed rule change was publish- 
ed in the Federal Register (41 Fed. Reg. 3791), January 26, 
1976) and the public was invited to comment thereon. 
Notice of the filing and an invitation for comments also 
appeared in Securities Exchange Act Release No. 12029, 
January 20, 1976. No letters of comment were received. 


The Commission has reviewed the proposed rule change and 
finds that it is consistent with the requirements of the Act 
and the rules and regulations thereunder, applicable to DTC, 
and, in particular, the requirements of Section 17A and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change contained in File 
No. SR-NYSE-75-20 be, and hereby is, approved. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12132/February 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BOSTON STOCK EXCHANGE 
File No. SR-BSE-76-4 


The Boston Stock Exchange (“BSE”) submitted on February 
17, 1976 a proposed rule change under Rule 19b-4 to con- 
form Section 23 of Chapter Il of the Exchange’s Rules, con- 
cerning the ability of members to effect transactions in BSE- 
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traded securities in other markets, to the substantive 


provisions of SEC Rule 19c-1. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 1, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federal 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-BSE-76-4. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12133/February 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BOSTON STOCK EXCHANGE 
File No. SR-BSE-76-3 


The Boston Stock Exchange submitted on February 18, 
1976 a proposed rule change under Rule 19b-4 to establish 
a new Chapter XXX of the BSE rules relating to the disciplin- 
ing of members and persons associated with members, the 
denial of membership to any persons seeking membership in 
the Exchange, the barring of any persons from becoming 
associated with a member of the Exchange, and the prohibi- 
tion or limitation of the access of persons to services offered 
by the Exchange or a member thereof. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 1, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-BSE-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
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mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12134/February 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE 
File No. SR-CBOE-76-2 


The Chicago Board Options Exchange (‘‘CBOE”) submitted 
on February 17, 1976 a proposed rule change under Rule 
19b-4 to permit the CBOE—and not the CBOE’s Board 
Brokers—to charge fixed rates for the services rendered by 
Board Brokers in connection with orders placed with them 
on the floor of the CBOE. 


Publication of the submission is expected to be made in the 
Federal Register during the week of February 23, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-CBOE-76-2. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12135/February 23, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE 
File No. SR-NYSE-76-13 
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The New York Stock Exchange, Inc. (“NYSE”) submitted on 
February 18, 1976 a proposed rule change under Rule 19b- 
4 to delete its Rule 379 concerning the collection of 
overriding commissions, service charges or fees. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 1, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 25 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-NYSE-76-13. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12136/February 24, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
CHICAGO BOARD OPTIONS EXCHANGE 
File No. SR-CBOE-76-3 


The Chicago Board Options Exchange submitted on 
February 17, 1976 a proposed rule change under Rule 19b- 
4 to clarify the treatment under Exchange Rule 3.14 of cer- 
tain loans made by members to other members and credited 
to a member's market maker or combined market maker ac- 
count. 


The foregoing rule change has become effective, pursuant to 
Section 19(b}{3)(B) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of February 23, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities Ex- 
change Commission, 500 North Capitol Street, Washington, 


D.C. 20549. Reference should be made to File No. SR- 
CBOE-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12137/February 24, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC STOCK EXCHANGE 
File No. SR-PSE-76-1 


The Pacific Stock Exchange, Inc. submitted on January 14, 
1976 a proposed rule change under Rule 19b-4 to revise the 
Exchange’s net capital requirements to conform to Rule 
1S63=1: 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(B) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of February 23, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities Ex- 
change Commission, 500 North Capito! Street, Washington, 
D.C. 20549. Reference should be made to File No. SR-PSE- 
76-1. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W. 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12138/February 25, 1976 


NOTICE OF FURTHER CLARIFICATION OF AVAILABILITY 
OF LAST SALE INFORMATION ON A REAL-TIME BASIS 
FOR PURPOSES OF RULES 10a-1 AND 17a-15 UNDER 
THE SECURITIES EXCHANGE ACT OF 1934. 


(File Nos. S7-433 and S7-515) 


In Securities Exchange Act Release No. 11468 (June 12, 
1975), the Commission announced the adoption of certain 
amendments to Rules 10a-1 and 10a-2 under the Securities 
Exchange Act of 1934 (the “Act’’) to provide for comprehen- 
sive regulation of all short sales of securities as to which last 
sale information is reported in the consolidated transaction 
reporting system (“reported securities’) contemplated by 
Rule 17a-15 under the Act (the ‘‘consolidated system’’) 
regardless of the market in which such short sales are 
effected. Certain of the new provisions of Rule 10a-1, 
however, will become applicable to short sales of such 
securities only after consolidated last sale data “is made 
available’’ to vendors of market information on a real-time 
basis by means of a high speed data transmission line (the 
“high speed line’) in accordance with the joint industry plan 
declared effective under Rule 17a-15 (the ‘’Plan’’).' 


Implementation of the high speed line for last sale data con- 
cerning reported securities included in both Network A and 
B of the consolidated system also determines the date on 
which vendor obligations under Rule 17a-15 commence. In 
Securities Exchange Act Release No. 11317 (March 28, 
1975), the Commission noted that vendors may be 
obligated by the Consolidated Tape Association (which ad- 
ministers the consolidated system) to display consolidated 
last sale data only after the commencement of Phase II of 
the consolidated system.* Since Phase II, as described in the 
Plan, > contemplates the full implementation of all elements 
of the consolidated system, including Networks A and B, ‘ as 
well as the availability of Ist sale data with respect to trans- 
action in all reported securities by means of the high speed 
line, the release stated that vendors have no obligations to 
display consolidated data on interrogation devices in the 
manner contemplated by Rule 17a-15 and the Plan until full 
implementation of the consolidated system, including an 
operational high speed line.® 


In January, 1976, the Commission was informed that last 





Rule 10a-1 (a) (1). 


cs) 


Securities Exchange Act Release No. 11317 (March 28, 
1975) at 1. 


w 


A copy of the Plan is contained to Commission File No. 
$7-433 and is available for public inspection. 


* Network A reports transactions in New York Stock Ex- 
change listed securities which occur on any of the par- 
ticipating exchanges, in the third market, or thorough 
Institute. Network B will report transactions in American 
Stock Exchange and certain regionally listed securities. 


o 


Securities Exchange Act Release No. 11317 (March 28, 
1975) at 2. See Securities Exchange Act Release No. 
11273 (March 3, 1975) at 7-8 
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sale information with respect to reported securities included 
in Network A of the consolidated system would become 
available on a real-time basis to certain vendors of market 
information © in the near future and that such vendors were 
likely to be capable of providing such information to their 
subscribers by means of interrogation devices on a real-time 
basis early in February, 1976, although an additional period 
could be required for technical adjustments. in light of that 
information, the Commission then issued a release in order 
to clarify that, barring a subsequent delay, last sale data as 
to reported securities included in Network A of the con- 
solidated system would be ‘made available’ within the 
meaning of paragraph (a) of Rule 10a-1 on March 1, 1976.’ 


It now appears, however, that not all vendors of reported 
security last sale information will be capable of providing 
that data to their subscribers on a consolidated, real-time 
basis by March 1, 1976. Although the processor of the con- 
solidated system is expected to be prepared to disseminate 
both Networks A and B on a real-time basis on March 1, 
1976, the Commission has been informed that one major 
vendor has experienced technical difficulties which have 
prevented it from completing modifications to its system 
necessary to display last sale information on a consolidated 
basis. In addition, the Commission is concerned that ade- 
quate notice of the imminent availability of consolidated last 
sale data on a high-speed basis for reported securities in- 
cluded in Network B of the consolidated system may not 
have been afforded interested persons. 


In light of these facts, and to afford a period of time within 
which the foregoing problems may be resolved, the Com- 
mission has determined that last sale information will not, in 
fact, be “available” on March 1, 1976 for purposes of Rules 
10a-1 and 17a-15, and is therefore publishing this release 
to clarify that, barring further delays, last sale data as to 
reported securities included in both Networks A and B will 
be “made available” on a real-time basis within the meaning 
of paragraph (a) of Rule 10a-1 on April 30, 1976, ® and that 
full implementation of the consolidated system will occur, 
for purposes of Rule 17a-15, on that same date. 


The Commission wishes to re-emphasize that, because cer- 
tain vendors of market information ® may not elect to provide 
real-time last sale information as to reported securities to 
their subscribers, and because delays in the transmission of 
last sale data caused by ticker lateness would prevent per- 
sons subject to paragraph (a) of Rule 10a-1 from being 
aware of the last sale “reported” in the consolidated system 
for purposes of compliance with that Rule, only interrogation 





®6 These vendors are Bunker Ramo Corporation GTE Infor- 
mation Systems, Inc., and Quotron Systems, Inc. 


~ 


Securities Exchange Act Release No. 12018 (January 14, 
1976) at 1. The release also indicated that it was ex- 
pected that Network B would become available ap- 
proximately mid-February, 1976. 


8 Since the equalizing provision contained in paragraph (e) 
(5) of Rule 10a-1 is only applicable to those securities 
covered by paragraph (a) of Rule 10a-1, paragraph (e) (5), 
by its terms, will not become effective until paragraph (a) 
of the Rule is operative. 


9 BiG. AUEX, INC: 
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devices which present last sale data as to reported securities 
on a real-time basis (i.e., using data obtained from the high 
speed line) may be relied upon in ascertaining prices at 
which short sales are permissible under paragraphs (a) (1) 
and (2) and (e) (5) of the Rule. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12139/February 25, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PBW STOCK EXCHANGE, INC. 
File No. SR-PBWSE-76-4 


The PBW Stock Exchange, Inc. (“PBW’) submitted on 
February 24, 1976 a proposed rule change under Rule 19b- 
4 to readopt the name Philadelphia Stock Exchange, Inc. by 
amending Article First of its Certificate of Incorporation. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 1, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities, and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PBWSE-76-4. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12140/February 25, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5685/February 25, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12141/February 25, 1976 


The Securities and Exchange Commission announced that, 
at midnight February 26, 1976, the temporary suspension of 
exchange and over-the-counter trading will terminate with 
respect to the securities of GAC Corporation (“GAC”), a 
Delaware corporation, and of GAC Properties Credit, Incor- 
porated (‘Credit’), a Florida corporation, with principal ex- 
ecutive offices of both companies located at 201 Alhambra 
Circle, Coral Gables, Florida. 


The Commission initially suspended trading on December 9, 
1975 at the request of the GAC companies, pending an an- 
nouncement concerning their financial condition and a pen- 
ding exchange offer by Credit for its 12% debentures. On 
December 12, 1975 the GAC companies announced that 
Credit terminated its exchange offer and filed a petition pur- 
suant to Chapter XI of the Federal Bankruptcy Act. 


The Commission initiated additional consecutive ten-day 
trading suspensions because of (1) continued uncertainty 
concerning the financial condition of GAC, GAC Properties, 
Inc. (‘Properties’), a wholly owned subsidiary of GAC, and 
Credit, a wholly owned subsidiary of Properties, and (2) 
questions concerning transactions between these com- 
panies and their affiliates. During these additional suspen- 
sion periods both Properties and GAC filed a Chapter XI peti- 
tion. The Bankruptcy Court appointed receivers to direct the 
operations of Properties and Credit. In this connection, a 
debentureholder of Credit has filed a motion before the 
Bankruptcy Court to transfer Credit’s proceedings from 
Chapter XI to Chapter X of the Bankruptcy Act. 


There are still questions concerning transactions between 
GAC, Properties, Credit and their affiliates.and the effects 
such transactions may have had on their financial con- 
ditions. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the Companies. 


Furthermore, broker and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act. at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. if any broker or dealer is uncertain as to 
what is required by rule 15C2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
action. 
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Release No. 12142/February 25, 1976 


The Securities and Exchange Commission today announced 
that it has withdrawn its proposal to adopt Rule 10b-15 and 
related amendments to Rules 17a-3 and 17a-4 under the 
Securities Exchange Act of 1934.' As proposed, Rule 10b- 
15 was intended to establish standards for the preparation 
of market letters, sales literature and advertisements dis- 
seminated by brokers and dealers. The proposed 
amendments to Rules 17a-3 and 17a-4 were designed to 
foster compliance with the requirements of proposed Rule 
10b-15. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' See Securities Exchange Act Release No. 8425 (Oct. 10, 
1968). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12143/February 25, 1976 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19402/February 25, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9176/February 25, 1976 


WITHDRAWAL OF PROPOSED AMENDMENT TO RULE 
16a-8(g)(3) UNDER THE SECURITIES EXCHANGE ACT OF 
1934 


The Securities and Exchange Commission today announced 
that it has withdrawn the amendments proposed to Rule 
16a-8(g)(3) published for public comment in Securities Ex- 
change Act Release No. 8106 (June 22, 1967). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12144/February 26, 1976 


The Securities and Exchange Commission has issued an 
order granting the application of the American Stock Ex- 
change, Inc. to strike from listing and registration the 
specified securities of the following companies: 


Kilembe Copper Cobalt, Ltd. (capital stock) - As of 
December 31, 1974, the company had net tangible assets 
of $2,757,000 and had sustained net losses during three of 
its four most recent fiscal years ended December 31, 1974, 
as follows: 1974, $6,299,481; 1973, $1,407,127: and 
1971, $637,711. In addition, the company sold its only 
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operating subsidiary (Kilembe Mines, Ltd.) on March 3, 
1975. 


International Industries, Inc. (6% subordinated debentures, 
due 1987) - As of August 31, 1975, the company had a net 
tangible asset deficit of $25,713,000 and had sustained net 
losses during its three most recent fiscal years ended August 
31, 1975, as follows: 1975, $37,537,000; 1974, $13.- 
077,000; and 1973, $36,133,000. 


Savoy Industries, Inc. (common stock) - As of August 37, 
1975, the company had net tangible assets of $844,800 
and had sustained losses before extraordinary items during 
its three most recent fiscal years ended August 31, 1975. In 
addition, the company’s auditors noted that as of August 31, 
1975, if the company were required to liquidate its liabilities 
currently at the amounts reflected in the balance sheets 
prepared by the auditors, the company may not be able to 
continue as a going concern, and the auditors expressed no 
opinion as to the company’s ability to obtain additional 
financing at amounts sufficient to liquidate the current 
liabilities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12145/February 26, 1976 


The Securities and Exchange Commission has issued an 
order granting the applications of the Boston Stock Ex- 
change for unlisted trading privileges in the securities of the 
companies listed below, which securities are listed and 
registered on one or more other nationa! securities ex- 
changes: 


International Telephone & Telegraph Corp. (Cum. Pfd. $4.00 
conv. Series K - No par value) 


Norton Simon Inc. ($1.60 cum. conv. pfd. Series A - $5.00 
par value) 


Sun Oil Company ($2.25 cum. conv. pfd. - $1.00 par value) 


Atlantic Richfield Company ($2.80 cum. conv. pfd. - $100 
par value) 


Champion International Corp. ($1.20 cum. conv. series pref. 
- $1.00 par value) 


City Investing Company ($2.00 cum. conv. pfd. Series B - 
$1.00 par value) 


Dart Industries Inc. ($2.00 cum. conv. pfd. Series A - $5.00 
par value) 


Diamond Shamrock Corp. ($1.20 conv. pfd. Series D - no 
par value) 


Household Finance Corp. ($2.375 com. conv. vtg. pfd. - no 
par value) 


Ingersoll-Rand Company ($2.35 cum. conv. pfd. - no par 
value) 
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Bristol-Myers Company ($2.00 cum. conv. pfd. - $1.00 par 
value) 


Carter Hawley Hale Stores, Inc. ($2.00 conv. pfd. Series A - 
$5.00 par value) 


H. J. Heinz Company, 3rd cum. conv. pfd. stock, $1.70 ist 
ser. $10.00 par value) 


Occidental Petroleum Corp. ($4.00 conv. pfd. - $1.00 par 
value) and ($3.60 con. pfd. - $1.00 par value) 


Southern California Edison Company ($5.20 conv. pfd. “H”’ - 
$25.00 par value) 


Textron, Inc. ($2.08 cum. conv. pfd. Series A - no par value) 
and $1.40 conv. pfd. div. Series B - no par value) 


The Travelers Corp. ($2.00 cum. conv. pfd. - no par value) 


TRW, Inc. (cum. ser. pref. Il $4.40 conv. ser. 1 - no par 
value) and cum. ser. pref. Il $4.50 conv. ser. 3 - no par value) 


United Technologies Corp. ($8.00 cum. cv. pfd. - $1.00 par 
value) 


Weyerhaeuser Company ($2.80 conv. cum. pfd. 1st ser. - 
a1.00 par value) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12146/February 26, 1976 


Admin. Proc. File No. 3-4449 
In the Matter of 


EDWARD A. SPEHAR 
8475 Care Drive 
Garfield Heights, Ohio 


NOTICE THAT INITIAL DECISION HAS BECOME FINAL 


The time for filing a petition for review of the initial decision 
in this proceeding has expired. No such petition has been fil- 
ed. And the Commission has not chosen to review the initial 
decision on its own initiative. 


Accordingly, notice is hereby given, pursuant to Rule 17/(f) of 
the Commission's Rules of Practice, that the initial decision 
of the administrative law judge has become the final deci- 
sion of the Commission. The order contained in that decision 
censuring Edward A. Spehar is hereby declared effective. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12147/February 26, 1976 


Administrative Proceeding File No. 3-4854 
In the Matter of 


GENERAL FELT INDUSTRIES, INC. 
(File No. 81-195) 


ORDER DENYING APPLICATION PURSUANT TO SECTION 
12(h) OF THAT ACT. 


The Securities and Exchange Commission has issued an 
order denying the Application of General Felt Industries, Inc., 
a Delaware Corporation, pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended, for an ex- 
emption from the provisions of Section 13 and 15(d) of the 
Act. 


It appeared to the Commission that the granting of the re- 
quested exemption would not have been consistent with the 
public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12148/February 26, 1976 


NOTICE OF PROPOSED AMENDMENTS AND 
INTERPRETATIONS TO THE UNIFORM NET CAPITAL 
RULE (RULE 15c3-1) PERTAINING TO THE TREATMENT 
OF TRANSACTIONS BY MARKET MAKERS IN LISTED 
OPTIONS (S7-616) 


The Securities and Exchange Commission today announced 
proposed amendments and interpretations to Rule 15c3-1, 
the uniform net capital rule, pertaining to the treatment of 
transactions in guaranteed options market maker accounts 
for purposes of computing net capital. The proposed 
amendments are designed primarily to enable net capital 
computations to reflect more directly the risks incurred by 
brokers and dealers who guarantee, endorse or clear tran- 
sactions in listed options for specialists who act as market 
makers in such options. 


Discussion 


Section 15(c)(3) of the Securities Exchange Act of 1934 
directs the Commission, inter alia, to establish minimum 
financial responsibility requirements for ail brokers and 
dealers. On June 26, 1975, the Commission adopted’ 
amendments to Rule 15c3-1 constituting a uniform net 
capital rule applicable to substantially all brokers and 
dealers, thus fulfilling this congressional directive. 


For purposes of determining compliance with the minimum 
net capital requirements of Rule 15c3-1(a), Rule 15c3- 
1(c)(2) defines “net capital” as net worth adjusted by the ad- 
ditions to and deductions from net worth enumerated in this 
paragraph of the rule. A broker and dealer who guarantees, 
endorses or carries the account of a listed options specialist 
is required by Rule 15c3-1(c)(2)(x) to deduct from its net 
worth, for each class of listed options in which such 





‘Securities Exchange Act Release No. 11497 (June 26, 
1975). 
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specialist is a market maker, 130 percent of the market 
value of short options positions in the account. However, in 
the case of a market maker account reflecting both long 
and short positions in options for the same underlying 
security, Rule 15c3-1(c)(2)(x) requires the deduction from 
net worth of the greater of (a) 30 percent of the market 
value of the long positions, or (b) 130 percent of the market 
value of the short positions less 70 percent of the market 
value of the long positions, in either case less any equity in 
the account.? “Equity” is defined in Rule 15c3-1(c)(13) as 
the sum of the market value® of all long positions and the 
credit balance (if any) in the account, minus the sum of the 
market value of all short positions and the debit balance (if 
any) in the account. 


Unlike other deductions from net worth enumerated in Rule 
15c3-1(c)(2), Rule 15c3-1(c)(2)(x) & (c)(13) constitute a 
self-contained test of liquidity in a specialist's market maker 
account in the sense that the broker or dealer guaranteeing, 
endorsing or carrying such account sustains a charge to 
capital to the extent that the required adjustments exceed 
the equity in the account. Theoretically, this provides a direct 
incentive to the carrying broker or dealer to require the 
maintenance of an appropriate capital cushion in the ac- 
count. However, it has come to the Commission's attention 
that the practical ramifications of situations wherein one 
broker or dealer carries, guarantees* and clears on a com- 
bined basis® the market maker accounts of numerous op- 
tions specialists tend to dilute the protections afforded by 
Rule 15c3-1(c)(2)(x) & (c)(13). Specifically, if the combined 
account principle is interpreted to permit such a clearing 
broker or dealer to ‘‘cross-net’” equity in some market 
makers’ accounts against liquidating deficits existing in 
other market makers’ accounts for purposes of Rule 15c3- 
1(c)(2)(x) & (c)(13), the efficacy of these provisions is 
diminished in two significant respects. First, the deductions 
from net worth resulting from such cross-netting do not fully 
reflect the credit and market risks attending the clearing 
broker's or dealer's guarantee of the numerous options 
specialists who constitute the combined market makers’ ac- 
count, and therefore do not require the maintenance of an 
adequate capital cushion against such risks. Second, in- 
dividual options specialists may be left free to incur poten- 
tially hazardous liquidating deficits in their market maker ac- 
counts, so long as their clearing broker or dealer is able to 
cross-net such deficits against equity maintained by other 
members of the combined account. Particularly in the con- 
text of a rising, active market, this may produce conse- 
quences which do not comport with the public interest or 





2 See also Options Clearing Corp. R. 307. 


3 Proposed amendments to Rule 15c3-1(c)(13) would 
clarify that for purposes of the computation of equity, 
“market value” is adjusted as required by paragraphs 
(c)(2)(vi), (c)(2)(x) or Appendix A of Rule 15c3-1. See 
Securities Exchange Act Release No. 11969 (Jan. 2, 
1976). 


“See Chicago Bd. Options Exch. R. 8.5 (market makers 
may not engage in floor transactions without a Letter 
of Guarantee from a clearing member of Options Clear- 
ing Corp.}. 

5 See Options Clearing Corp. By-Laws art. Vi, 8 3(c) 
(terms of combined account agreement). 
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the protection of investors. In these circumstances, the 
Commission has determined that it is appropriate to propose 
certain amendments to Rule 15c3-1 designed to eliminate 
these potential dangers to the public. 





These proposed amendments contemplate modifications to 
Rule 15c3-1(c) (2) (x) stemrning from three distinct con- 
siderations. First, the Commission believes that the capital 
sufficiency standard established by Rule 15c3-1 (c)(2)(x) will 
more appropriately reflect the credit and market risks borne 
by brokers and dealers carrying, guaranteeing and clearing 
combined accounts if deficit and equity conditions existing 
in the constituent individual market maker accounts are not 
cross-netted at the clearing firm level. Therefore, proposed 
Rule 15c3-1(c)(2)(x) would make it clear that cross-netting 
is not to be employed for purposes of this provision. Second, i | 
given the existence of a prohibition against cross-netting, 

the Commission has determined that the percentage ad- S 
justments to net worth presently required by Rule 15c3-1(c) 

(2) (x) may be unduly burdensome as applied to bona fide 

spread or hedged positions. Accordingly, proposed Rule 
15c3-1(c)(2)(x), (B) & (E) treats positions meeting the ‘ + 
definitions of bona fide hedged or spread positions set forth 6 

in proposed Rule 15c3-1(c)(2)(x)(C) & (D) in a manner more 
precisely reflecting the market risks inherent in such 
positions.® Finally, the Commission has determined that it 
may be appropriate in the public interest and for the protec- 
tion of investors to apply to the combined account the prin- 
ciples of day-to-day contro! and early warning embodied in 
the present Rule 15c3-1(a)(6),”? which provides an optional 
financial responsibility standard for certain dealers engaging 
in market maker or specialist transactions. Thus, if the equity 
in an options specialist's market maker account at any time 
were less than the required adjustments to net worth in 
respect of such account, proposed Rule 15c3-1(c)(2)(x)(F) 
would require the deposit of additional equity by noon of the 
business day following the call for additional equity required 
by this provision. lf this requirement were not met, the clear 
ing firm would be required to transmit telegraphic notice of 
such failure to the Commission's Washington, D. C. office, 
the appropriate Commission regional office, and the 
designated examining authorities of the options specialist 
and the clearing firm. Furthermore, if the specialist's market 
maker account at any time liquidated to a deficit, then 
proposed Rule 15c3-1(c)(2)(x)(G) would require the prompt 
liquidation of existing positions in that account. The Com- 
missicn believes that these early warning and control 
procedures will provide appropriate protection against the 
credit and market risks borne by brokers and dealers 
guaranteeing, endorsing or carrying the market maker ac- 
counts of options specialists. 
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Text of Proposed Amendments to Rule 15c3-1(c)(2)(x) 
Proposed Rule 15c3-1(c)(2)(x) is as follows 


(x) Brokers or Dealers Carrying Accounts of Options 
Specialists 

(A) With respect to any transactions in options listed #4 
on a registered national securities exchange or a facili- 








6 See also tr ° xccompanying note 10 infra & 4 
7Rule 15c3-1 (a)(6) was adopted in Securities Ex- 
change Act Release No. 11969 (Jan. 2, 1976). a 
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ty of a registered national securities association for 
which a broker or dealer acts as a guarantor, endorser 
or carrying broker or dealer for options purchased or 
written by a specialist not otherwise subject to the 
provisions of this section, such broker or dealer shall 
adjust its net worth by deducting, for each class of op- 
tion contracts in which each such specialist is a 
market maker, an amount equal to 130 percent of the 
market value of each option contract in a short posi- 
tion. Provided, however, in the case of long or short 
positions in option contracts for the same underlying 
security which do not constitute a bona fide hedged or 
spread position as defined in this paragraph (c)(2)(x), 
the deduction shall be the greater of (i) 30 percent of 
the market value of the long positions or (ii) 130 per- 
cent of the market value of the short positions less 70 
percent of the market value of the long positions. 
Provided further, in the case of a bona fide hedged 
position as defined in this paragraph (c)(2)(x) involving 
a long position in a security other than an option and a 
short position in a call option, the deduction shall be 
30 percent of the market value of the long position 
reduced by any excess of the market value of the long 
position over the exercise value of the short option 
position. Provided further, in the case of a bona fide 
hedged position as defined in this paragraph (c)(2)(x) 
involving a short position in a security other than an 
option and a long position in a call option, the deduc- 
tion shall be 30 percent of the market value of the 
short position not to exceed the amount by which the 
exercise value of the long option position exceeds the 
market value of the short position; however, if the ex- 
ercise value of the long option position does not ex- 
ceed the market value of the short position, no deduc- 
tion shall be applied. Provided further, in the case of a 
bona fide spread position as defined in this paragraph 
(c)(2)(x), the deduction shall be 30 percent of the 
difference between the market value of the long and 
short positions determined in accordance with this 
paragraph (c)(2)(x). The deduction computed for each 
specialist's positions pursuant to this paragraph 
(c)(2)(x)(A) shall be reduced by any equity as defined 
in this paragraph (c)(2)(x) that is deposited in such 
specialist's market maker account with the broker or 
dealer, and shall be increased to the extent of any 
deficit condition in such account. Provided further, 
that in no event shall this provision result in increasing 
the net capital of any such guarantor, endorser, or 
carrying broker or dealer. 


(B) For purposes of this paragraph (c)(2)(x), equity in 
each such specialist's market maker account shall be 
computed by (i) marking all securities positions long or 
short in the account to their respective current market 
values, (ii) if such positions are not part of a bona fide 
hedged or spread position as defined in this paragraph 
(c)(2)(x) or if such securities are listed options not 
assigned to such specialist or if such securities are 
listed options not traded on the national securities ex- 
change where such specialist is a market maker, ad- 
justing the current market value of securities positions 
long or short in the account by applying the ad- 
justments set forth in paragraph (c)(2)(vi) or Appendix 
A to this section, (iii) adding (deducting in the case of a 
debit balance) the credit balance carried in each such 
specialist's market maker account, and (iv) adding 


(deducting in the case of a short position) the market 
value of positions long in such account as adjusted by 
(ii) above. 


(C) For purposes of this paragraph (c)(2)(x), a bona 
fide hedged position shall mean a long or short posi- 
tion in a security other than an option, including a 
currently exchangeable or convertible security the 
conversion or exchange of which does not require the 
payment of money, which is offset by a call option 
position for the same number of shares of the same 
underlying security. 


(D) For purposes of this paragraph (c)(2)(x), a bona 
fide spread position shall mean a long and short posi- 
tion in call option contracts for the same number of 
shares of the same underlying security, where the long 
option expires no sooner than the short option. 


(E) In the case of a bona fide spread position as de- 
fined in this paragraph (c)(2)(x) involving long options 
of different expiration dates or short options of 
different expiration dates, the deduction required by 
this paragraph (c)(2)(x) shall be applied after matching 
the long options taken in order of decreasing time to 
expiration against the short options taken in order of 
decreasing time to expiration. For purposes of the 
preceding sentence, in the case of long or short op- 
tions of equal time to expiration, the option possessing 
the lowest exercise value shall be matched first 


(F) If at any time the deductions required in respect of 
any such specialist's market maker account pursuant 
to paragraph (A) of this paragraph (c)(2)(x) exceed the 
equity in the account computed pursuant to paragraph 
(B) of this paragraph (c)(2)(x), then the broker or dealer 
guaranteeing, endorsing, or carrying options transac- 
tions in such account: 


(i) Shal! not extend further credit in the ac- 
count, and 


(ii) Shall issue a call for additional equity which 
shall be met by noon of the following 
business day, and 


(iii) Shall notify by telegraph the principal office 
of the Commission in Washington, D. C., 
the regional office of the Commission for 
the region in which the broker or dealer 
maintains its principal place of business, 
and the Designated Examining Authorities 
of the specialist and the broker or dealer if 
the specialist fails to deposit any required 
equity within the time prescribed in (ii) 
above; said telegraphic notice shall be 
received by the Commission's Washington, 
D. C. office, the Commission's regional of- 
fice, and the Designated Examining 
Authorities not later than the close of 
business on the day said call is not met. 


(G) If at any time a deficit condition exists in any such 
specialist's market maker account, then the broker or 
dealer guaranteeing, endorsing or carrying options 
transactions in such account shall take steps to liq- 
uidate promptly existing positions in the account. 
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(H) Upon written application to the Commission by 
the specialist and the broker or dealer guaranteeing. 
endorsing, or carrying options transactions in such 
specialist's market maker account, the Commission 
may approve upon specified terms and conditions 
lesser adjustments to net worth than those specified in 
paragraph (A) of this paragraph (c)(2)(x). 


Proposal to Delete Rule 15c3-1(c})(13) 


Insofar as proposed Rule 15c3-1(c)(2)(x) contains its own 
definition of “equity” in paragraph (B) thereof, the present 
Rule 15c3-1(c)(13) definition of that term would be 
superfluous in the event of the adoption of proposed Rule 
15c3-1(c)(2)(x). Accordingly, the Commission proposes to 
delete Rule 15c3-1(c)(13).® 


Proposal to Amend Rule 15c3-1(a)(6) 


Rule 15c3-1(a)(6)° establishes an optional financial respon- 
sibility standard available to certain dealers who combine 
specialist activities exempted from Rule 15c3-1 with other 
nonexempted floor activities. Rule 15c3-1(a)(6) is 
predicated on the maintenance of a specified level of equity 
in the dealer’s market maker or specialist account carried 
with another broker or dealer, including, in the case of long 
and short positions in options, the same percentage levels as 
are required by the present Rule 15c3-1(c)(2)(x). The Com- 
mission has determined that it is appropriate to continue 
such equality of treatment for these options positions. Ac- 
cordingly, the Commission proposes amendments to Rule 
15c3-1(a)(6) with respect to bona fide spread and hedged 
positions conforming to the proposed amendments to Rule 
15c3-1(c)(2)(x) described above.'° 


The test of the proposed amendments to Rule 15c3-1(a)(6) 
is as follows (new matter underscored; deleted matter 
[bracketed}): 


Market Makers, Specialists and Certain Other Dealers 


(a)(6)(i) * * * 


_ ea 


(D) an amount equal to 130% of the market value of each 
option contract in a short position, provided however in the 
case of long and short positions in options contracts for the 
same underlying security which do not constitute a bona fide 
hedged or spread provision as defined in this paragraph 
(a}(6) the required amount shall equal the greater of (A) 30% 
of the market value of such long positions or (B) 130% of the 
market value of the short positions less 70% of the market 
value of the long positions, provided further, in the case of a 
bona fide hedged position as defined in this paragraph (a)(6) 
involving a long position in a security other than an option 





® This proposal would also entail abandonment of the 
previously proposed amendments to Rule 15c3-1(c) 
(13). See note 3 supra. 

’ See note 7 supra and accompanying text. 


10 See text accompanying note 6 supra. 
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and a short position in a call option, the required amount 
shall be 30% of the market value of the long position re- 
duced by any excess of the market value of the long position 
over the exercise value of the short option position, provided 
further, in the case of a bona fide hedged position as defined 
in this paragraph (a}(6) involving a short position in a securi- 
ty other than an option and a long position in a call option, 
the required amount shall be 30% of the market value of the 
short position not to exceed the amount by which the exer- 
cise value of the long option position exceeds the market 
value of the short position; however, if the exercise value of 
the long option position does not exceed the market value of 
the short position, no amount shall be required, provided 
further, in the case of a bona fide spread position as defined 
in this paragraph (a)(6), the required amount shall be 30% of 
the difference between the market values of the long and 
short positions determined in accordance with this 
paragraph (a)(6), or 


(E) such lesser requirement as may be approved by the 
Commission under specified terms and conditions upon 
written application of the dealer and the carrying broker or 
dealer. 


[Equity in the account for purposes of this paragraph 
(a)(6)(iii) shall be computed by addirig the market value of 
securities long and any credit ba‘ances and subtracting the 
market value of securities short and any debit balances in 
the account.]} 


(F)(i) For purposes of this paragraph (a)(6) equity in each 
such specialist or market maker account shall be computed 
by (i) marking all securities positions long or short in the ac- 
count to their respective current market values, (ii) if such 
positions are not part of a bona fide hedged or spread posi- 
tion as defined in this paragraph (a)(6) or if such securities 
are listed options not assigned to such specialist or market 
maker or if such securities are listed options not traded on 
the national securities exchange of which the specialist or 
market maker is a member, adjusting the current market 
value of securities positions long or short in the account by 
applying the adjustments set forth in paragraph (c)(2)(vi) or 
Appendix A to this section, (iii) adding (deducting in the case 
of a debit balance) the credit balance carried in each such 
specialist or market maker account, and (iv) adding (de- 
ducting in the case of a short position) the market value of 
positions long in such account as adjusted by (ii) above. 


(ii) For purposes of this paragraph (a)(6), a bona fide hedged 
position shall mean a long or short position in a security 
other than an option, including a currently exchangeable or 
convertible security the exchange or conversion of which 
does not require the payment of money, which is offset by a 
call option position for the same number of shares of the 
same underlying security. 


(iii) For purposes of this paragraph (a)(6), a bona fide spread 
position shall mean a long and short position in call option 
contracts for the same number of shares of the same un- 
derlying security, where the long option expires no sooner 
than the short option. 


(iv) In the case of a bona fide spread position as defined in 
this paragraph (a)(6) involving long options of different ex- 
piration dates or short options of different expiration dates, 
the amount of equity required by this paragraph (a)(6) shall 
be determined after matching the long options taken in order 
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of decreasing time to expiration against the short options 
taken in order of decreasing time to expiration. For purposes 
of the preceding sentence, in the case of long or short op- 
tions of equal time to expiration, the option possessing the 
lowest exercise value shall be matched first. 


Proposed Interpretations Relating to Proposed Rule 15c3-1 
(c)(2)(x) 


The Commission proposes to clarify, by interpretation of the 
definition of “aggregate indebtedness” set forth in Rule 
15c3-1(c)(1), that equity in individual options specialists’ 
market maker accounts is includable in the aggregate in- 
debtedness of the broker or dealer guaranteeing, endorsing 
or carrying such accounts. 


With respect to proposed Rule 15c3-1(c)(2)(x)(H), the Com- 
mission proposes to clarify by interpretation that the broker 
or dealer guaranteeing, endorsing or carrying an options 
specialist's market maker account for which lesser ad- 
justments to net worth have been approved shall deduct 
from his capital the difference between the equity in such 
account maintained pursuant to such lesser adjustments and 
the equity required therein pursuant to proposed Rule 15c3- 
1(c)(2)(x)(A). This would conform to the treatment of 
specialist or market maker accounts under Rule 15c3- 
1(a)(6), if lesser equity requirements therefor were approved 
pursuant to Rule 15c3-1(a)(6)(iii)(E). 


Statutory Basis and Competitive Considerations 


These proposed amendments and interpretations to Rule 
15c3-1 would be adopted pursuant to the Securities Ex- 
change Act of 1934 and particularly Sections 15(c)(3) and 
23(a) thereof. The Commission finds that any burden im- 
posed upon competition by the proposed amendments is 
necessary and appropriate in furtherance of the purposes of 
the Act, and particularly to implement the Commission’s 
continuing mandate under Section 15(c)(3) thereof to 
provide minimum safeguards with respect to the financial 
responsibility of brokers and dealers. 


Request For Comments 


All interested persons are invited to submit their views and 
comments concerning the amendments and interpretations 
to Rule 15c3-1 proposed herein. In particular, the Commis- 
sion solicits pulbic comment addressed to the following 
questions: 


1. On the basis of impact studies and other appropriate 
statistical compilations, do the adjustments to net worth set 
forth in proposed Rule 15c3-1(c)(2)(x) provide adequate 
safeguards against market risks assumed by those brokers 
and dealers subject to its provisions? 

2. In particular, on the basis of such statistical input, does 
the proposed treatment of bona fide hedged and spread 
positions accurately reflect the market risks inherent in such 
positions? 


3. Are there alternatives to proposed Rule 15c3-1(c)(2)(x) 
which will provide more appropriate standards of financial 
responsibility for those brokers and dealers subject to its 
provisions, with due regard for the public interest and the 
protection of investors? 


All communications should be addressed to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commission, 


500 North Capitol Street, Washington, D.C. 20549, no later 
than April 1, 1976. Reference should be made to File No. 
S7-616. All comments received will be available for public 
inspection. 


By The Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12149/February 26, 1976 


ORDER EXTENDING TIME PERIOD FOR CONSIDERATION 
OF PROPOSED MSE RULE CHANGE 
File No. SR-MSE-76-1 


On January 7, 1976 the Midwest Stock Exchange, Inc. 
(“MSE”) filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act”), as 
amended by the Securities Acts Amendments of 1975, and 
Rule 19b-4 thereunder, copies of a proposed rule change to 
convert its “MAX” program from a pilot program to a per- 
manent program. MAX is an execution formula for orders 
from 100 to 199 shares available in those issues which are 
offered for participation by MSE specialists. 


Notice of the proposed rule change, together with the terms 
of substance, was given by publication of a Commission 
Release (Securities Exchange Act Release No. 12015 
(January 13, 1976)) in the Federa/ Register (41 Fed. Reg. 
2876 (January 22, 1976)). 


The MSE proposal raises questions, unresolved at this time, 
of the functions which the MSE specialist (and other ex- 
changes’ specialists performing under similar “automatic” 
execution formulas) will perform with respect to orders 
which are held for execution pursuant to the MAX formula. 
In particular, it is necessary to clarify 1) what, if any, 
brokerage functions MSE specialists will perform with 
respect to MAX orders where other orders represented on 
the MSE floor would enable a MAX order to obtain an ex- 
ecution which would be as good or better than that available 
through the MAX execution formula; and 2) the basis for the 
proposed prohibition against floor brokers interrogating 
specialists as to the current nature of their quotations prior 
to entering a MAX order. 


The Commission finds that, in light of the questions with 
respect to MAX which require clarification, the MSE 
proposal requires further consideration. 


ACCORDINGLY, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends to 90 days from January 
22, 1976 the time period within which the Commission shall 
approve the above referenced proposed rule change of the 
MSE or institute proceedings to determine whether it should 
be disapproved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19396/February 20, 1976 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
New York, New York 10005 


(70-5791) 


ORDER AUTHORIZING PROPOSED AMENDMENTS OF 
ARTICLES OF INCORPORATION AND PROPOSED SOLIC- 
ITATION OF PROXIES 


General Public Utilities Corporation (“GPU”), a registered 
holding company, has filed a declaration and amendments 
thereto with this Commission pursuant to Sections 6(a), 7, 
and 12(e) of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rules 62 and 65 promulgated thereunder regar- 
ding the following proposed transaction. 


GPU proposes to amend its Articles of Incorporation in the 
following respects: (1) to increase the number of shares of 
its authorized common stock, par value $2.50, from 55.- 
000,000 (of which 54,756,736 shares, exclusive of 28,074 
treasury shares, are now outstanding) to 75,000,000 
shares; and (2) to eliminate the present mandatory require- 
ment that Common stockholders be extended preemptive 
rights to subscribe pro rata to additional shares of common 
stock issued by GPU. It is stated that the increase in the 
number of shares is being sought in order that, from time to 
time as needed over the next few years, cash required for 
the common stock equity component of the capital re- 
quirements of the GPU holding company system can be ob- 
tained. GPU states that with today’s broad base of corporate 
ownership, and with additional shares readily available in the 
market for purchase, preemptive rights, which had as their 
aim the preservation of a shareholders’ proportionate in- 
terest and voting rights against possible dilution through dis- 
proportionate shares to other more favored purchasers, no 
ionger has any significance. Removing the present man- 
datory feature of preemptive rights would not preclude 
future rights offerings to stockholders. GPU’s existing 
Automatic Dividend Reinvestment Plan is itself a form of 
preemptive rights offering. Through participation in that 
Plan, stockholders may increase their holdings of GPU com- 
mon stock through quarterly purchases of additional shares 
at the then market price, without payment of brokerage 
commissions. 


The proposed amendments to the Articles of Incorporation 
are to be submitted to GPU stockholders for their approval 
at their annual meeting to be held on April 5, 1976. Ap- 
proval of the proposed amendments require the affirmative 
vote of the holders of a majority of the outstanding shares of 
common stock and such proposed amendments will not be 
adopted without such stockholder approval. GPU proposes 
to solicit proxies from its common stockholders by proposed 
soliciting material to obtain the requisite approval of the 
proposed charter amendments, to elect directors and to ap- 
prove the selection of auditors. 
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The fees and expenses to be incurred in connection with the 
proposed transaction are estimated at $9,000, including 
legal fees of $6,500. The cost to GPU, for reimbursement to 
stockholders who hold stock for others for forwarding copies 
of proxy material to them, is estimated at $25,000. No state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19358), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19397/February 20, 1976 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL 
CORPORATION 
Buffalo, New York 


FUEL GAS DISTRIBUTION 


(70-5778) 


ORDER APPROVING GUARANTEE BY A HOLDING 
COMPANY OF NOTES OF A NON-AFFILIATE; 
RESERVATION OF JURISDICTION OVER IDEMNITY 
AGREEMENT BETWEEN HOLDING COMPANY AND A 
SUBSIDIARY IN CONNECTION WITH SUCH GUARANTEE 


National Fuel Gas Company (‘National Fuel Gas”), a 
registered holding company, and its wholly-owned sub- 
sidiary company, National Fuel Gas Distribution Corporation 
(“Distribution”) have filed a joint declaration and 
amendments thereto with this Commission pursuant to Sec- 
tions 7, 12(b) and 12(f) of the Public Utility Holding Com- 
pany Act of 1935 (“Act”) and Rule 45. promulgated 
thereunder as applicable to the proposed transactions. 


It is proposed that National Fuel Gas will enter into a 
guarantee agreement (‘guarantee agreement’) with General 
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Electric Credit Corporation ("“GECC”) whereby National Fuel 
Gas will act as guarantor on a loan from GECC to Paragon 
Resources, Inc. (‘Paragon’), a supplier of natural gas to 
Distribution. National Fuel Gas will guarantee the payment 
of $6,000,000 in principal plus accrued and unpaid interest 
pursuant to a consolidated loan agreement (‘consolidated 
loan agreement’) between GECC and Paragon. Upon execu- 
tion of the consolidated loan agreement, the amounts out- 
standing under prior loans from GECC to Paragon totaling 
not more than $2,000,000 will be consolidated with the ad- 
ditional $6,000,000 being loaned by GECC to Paragon. In 
no event, however, will National Fuel Gas’ obligations to 
GECC pursuant to the guarantee agreement exceed $6,- 
000,000 plus accrued and unpaid interest. The consolidated 
principal amount will be repaid in installments over a period 
not exceeding seven years from the date of execution of the 
consolidated loan agreement. Interest on the loan will be 3- 
5/8% above the higher of the prime rate or the 90 day com- 
mercial paper rate. Paragon will repay the installments of 
principal and interest due GECC under the consolidated loan 
agreement from revenues received under its supply contract 
with Distribution. National Fuel Gas’ obligations under the 
guarantee agreement will be subordinated to its obligations 
under its presently outstanding debentures and under any 
additional debentures issued pursuant to indentures sub- 
stantially similar to those presently in effect. 





National Fuel Gas will be obligated, upon the occurrence of 
an event of default and the declaration by GECC that the 
outstanding principal amount of the consolidated note is due 
and payable, to pay upon demand by GECC the lesser of (a) 
$6,000,000 plus accrued and unpaid interest thereon or (b) 
the total amount of the guaranteed indebtedness within ten 
days after GECC’s written demand for such payment. In the 
alternative, National Fuel Gas will have the right upon such 
demand by GECC, or upon default by Paragon without de- 
mand for payment by GECC, to purchase Paragon’s then ex- 
@ isting obligations to GECC for a price equal to the full 
e amount of the guaranteed indebtedness. National Fuel Gas 
will have a similar right to purchase Paragon's obligations 
whenever GECC takes any action having the effect of in- 
creasing the guaranteed indebtedness to an amount in ex- 
cess of $10,000 more than the current principal amount 
outstanding on the consolidated note. The guarantee agree- 
ment provides that upon either (1) the insolvency, 
# reorganization, or liquidation of National Fuel Gas or similar 
specified event or (2) the failure of National Fuel Gas to 
make any required payment of principal or interest upon 
debentures outstanding under its indentures, the holders of 
: the affected debentures shall be entitled to the payment in 
full of all principal and accrued interest before National Fuel 
Gas would be required to make any payment under the 

e Be guarantee agreement. 


Among the other provisions of the guarantee agreement is a 
requirement that without consent of National Fuel Gas, 
there will be no additional advances to Paragon or 
amendments to the manner of calculating interest having 
the effect of increasing the interest rate. 


National Fuel Gas and Distribution further propose to enter 
into an indemnity agreement under which Distribution will 
agree to indemnify National Fuel Gas against any expenses, 
liabilities, or damages which may be incurred in connection 
with the performance of National Fuel Gas of its obligations 
under the guarantee agreement and the transactions con- 





templated thereunder. Upon such payment by Distribution, 
Distribution will be subrogated to the rights of National Fuel 
Gas against Paragon and all rights and property received by 
National Fuel Gas by virtue of such performance will, upon 
performance by Distribution of its obligations under the in- 
demnity agreement, be transferred or assigned to Distribu- 
tion. 


It is also proposed that Distribution will enter into an agree- 
ment with Paragon whereby Paragon will waive, to the ex- 
tent of its own beneficial interest in revenues from wells 
subject to its supply contract with Distribution, provisions 
presently requiring Distribution to purchase, or pay for if 
available and not taken, specified quantities of gas. Distribu- 
tion, however, will be subject to less stringent take or pay 
obligations by agreement with GECC until the principal 
balance outstanding on the loan is reduced to $6,000,000. 


Paragon will also waive its right to cancel its supply contract 
with Distribution to the extent of its own beneficial interest 
in the wells subject to such contract until the loan from 
GECC is fully paid. Distribution will further be afforded the 
option to operate the wells affected by its supply contract 
with Paragon in the event that Distribution succeeds to 
National Fuel Gas’ rights against Paragon under the indem- 
nity agreement. 


The proceeds of the loan will be used by Paragon to provide 
funds for (1) payment of Paragon’s current accounts 
payable; (2) the purchase of additional steel pipes for wells 
drilled or to be drilled by Paragon; (3) payment of Paragon's 
obligations under unproven leases; and (4) the acquisition of 
new mineral bases in New York and Pennsylvania. 


It is stated that the proposed transactions will promote the 
best interests of the National Fuel Gas System and its 
customers. To offset the substantial curtailments currently 
imposed by interstate gas pipeline suppliers further develop- 
ment of local gas reserves is necessary. Paragon accounts 
for approximately 80 percent of Distribution’s locally 
produced supply in western New York. 


The proposed transactions are therefore supporting a proven 
supplier whose production is assured to Distribution through 
contract. The proposed transactions encourage additional 
production without directly exposing either National Fuel 
Gas or Distribution to the risks inherent in drilling activities 
and the necessary large capital requirements associated 
therewith. 


The fees and expenses to be incurred in connection with this 
transaction are estimated at $24,000, including legal fees of 
$20,000. These expenses are to be allocated between 
National Fuel Gas and Distribution. The transactions have 
been approved by the Public Service Commission of the 
State of New York. It is stated that the Pennsylvania Public 
Utility Commission has jurisdiction over the indemnity 
agreement between National Fuel Gas and Distribution. No 
other State commission and no Federal commission other 
than this Commission has jurisdiction over the proposed 
transactions. 


The record is incomplete with respect to the indemnity 
agreement between Nationa! Fuel Gas and Distribution to 
the extent that the requisite approval of the Pennsylvania 
Public Utility Commission has not yet been obtained. 


SEC DOCKET/17 








Application for such approval is presently pending before 
that Commission. 


Due notice of the filing of said declaration has been given in 
the manner prescribed by Rule 23 promulgated under the 
Act (HCAR No. 19305), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found, with respect to the above- 
described transactions, that the applicable provisions of the 
Act and rules promulgated thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and con- 
sumers that the amended declaration in respect of said 
transactions as to which the record is now complete be per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and the rules thereunder, that the declaration, as 
amended, be, and it hereby is, permitted to become effective 
forthwith with respect to such of the above-described 
proposed transactions as to which the record is now com- 
plete, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


IT 1S FURTHER ORDERED that jurisdiction be, and hereby is 
reserved over the proposed transaction as to which the 
record is not yet complete. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19398/February 23, 1976 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Madison Avenue at Punch Bowl Road 
Morristown, New Jersey 07960 


(70-5806) 


NOTICE OF PROPOSED ACQUISITION OF ELECTRIC 
DISTRIBUTION FACILITIES BY SUBSIDIARY OPERATING 
COMPANY 


NOTICE IS HEREBY GIVEN that Jersey Central Power and 
Light Company (‘Jersey Central’), and electric utility sub- 
sidiary company of General Public Utilities Corporation, a 
registered holding company, has filed an application with 
this Commi: ‘ pursuant to the Public Utility Holding Com- 
pany Act of .435 (“Act”) designating Sections 9(a)(1) and 
10(a) thereof as applicable to the proposed transaction. All 
interested persons are referred to the application, sum- 
marized below, for a complete statement of the proposed 
transaction. 


Jersey Central proposes to acquire certain electric distribu- 
tion facilities, located within its franchised service area, 
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(“Distribution Facilities’) from Public Service Electric and 
Gas Company (PSE&G”) for the sum of $214,000. It is 
stated that the Distribution Facilities are carried on PSE&G’s 
books at about $206,172 and that the proposed considera- 
tion for the sale of the Distribution Facilities ($214,000) was 
determined through negotiation between Jersey Central and 
PSE&G. 


The Distribution Facilities have been used solely to provide 
electric service to the United States Government at Fort Dix, 
New Jersey, located within Jersey Central's service area. 
Because Jersey Central was previously unable to supply 
electric power to Fort Dix from its own facilities, PSE&G, 
having extended its distribution facilities into Jersey Cen- 
tral’s service area, has been supplying power to Jersey Cen- 
tral for resale to Fort Dix. It is stated that Jersey Central has 
now completed facilities which, if combined with the 
Distribution Facilities, will enable it to serve Fort Dix directly. 


Accordingly, Jersey Central states that it desires to purchase 
the Distribution Facilities because they are needed in the 
operation of its utility business and that PSE&G desires to 
sell them because they have ceased to be useful in the 
operation of its utility business. It is anticipated that no 
transfer of customers and no change in rates will result from 
the proposed transaction. 


It is estimated that the fees and expenses to be incurred by 
Jersey Central in connection with the proposed transaction 
will be about $1,800, including legal fees of $1,600. It is 
stated that the Board of Public Utility Commissioners of the 
State of New Jersey has approved the sale of the Distribu- 
tion Facilities by PSE&G and that no other state or federal 
commission, other than this Commission, has jurisdiction 
over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 22, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said application which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicant at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19399/February 23, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


CROSSETT ELECTRIC COMPANY 
Little Rock, Arkansas 


(70-5793) 


ORDER APPROVING ACQUISITION OF ONE SUBSIDIARY 
BY ANOTHER WITHIN A HOLDING COMPANY SYSTEM 
THROUGH AN EXCHANGE OF SHARES BETWEEN 
HOLDING COMPANY AND ACQUIRING SUBSIDIARY 


Middle South Utilities, Inc. (“Middle South’), a registered 
holding company, and two of its wholly-owned electric utili- 
ty subsidiary companies, Arkansas Power and Light Com- 
pany (“AP&L") and Crossett Electric Company (’Crossett’’) 
have filed an application-declaration and an amendment 
thereto pursuant to Sections 6(a), 7, 9(a), 10, 12(d) and 
12(f) of the Public Utility Holding Company Act of 1935 
(‘Act’) and Rule 43 promulgated thereunder as applicable 
to the following proposed transaction. 


The properties of Crossett consist of facilities for distribution 
of electric power and energy ail located within the corporate 
limits of the Town of Crossett, Arkansas, and currently 
operated by AP&L, as lessee. The Town of Crossett is con- 
tiguous to and within the territory served by AP&L. 
Crossett’s electric properties are connected directly with 
those of AP&L. Crossett does not own any generation or 
transmission facilities, and it purchases its entire energy re- 
quirements from AP&L. As of November 30, 1975, 
Crossett’s facilities furnished electric service to ap- 
proximately 2,497 customers. 


It is stated that the present arrangement, whereby AP&L 
leases and operates the properties of Crossett, has resulted 
in an unnecessary duplication of corporate organization, ac- 
counting and operation within the Middle South system. It is 
therefore_proposed that AP&L will acquire all of Crossett’s 
250,000 outstanding shares of common stock, $1.00 par 
value, from Middle South in exchange for 46,773 shares of 
the common stock of AP&L, $12.50 par value. 


It is contemplated that the closing date in respect of the 
above exchange of shares will be on or about March 1, 
1976. As soon as practicable after the closing date, AP&L, 
as then sole stockholder of Crossett, proposes to effectuate 
the liquidation and dissolution of Crossett and the distribu- 
tion of its assets both real and personal, including any and all 
franchises, permits, utility easements, rights of way and 
other land rights, to AP&L. Thereafter, AP&L will continue to 
provide service to Crossett’s present customers. 


The transaction has been approved by the Arkansas Public 
Service Commission and the Tennessee Public Service Com- 
mission. No other State commission and no Federal! com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19359), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the records, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19400/February 25, 1976 


In the Matter of 


NORTHEAST UTILITIES 
West Springfield, Massachusetts 


(70-5794) 


ORDER APPROVING ISSUE AND SALE OF COMMON 
STOCK AT COMPETITIVE BIDDING 


Northeast Utilities (‘Northeast’), a registered holding com- 
pany, has filed an application-declaration and amendments 
thereto pursuant to Sections 6, 7 and 12(c) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rules 42 
and 50 promulgated thereunder as applicable to the follow- 
ing proposed transaction. 


Northeast proposes to issue and sell up to 6,000,000 shares 
of its authorized but unissued common stock, par value $5 
per share (“Common Stock’). Northeast estimates that the 
proposed sale of the Common Stock will provide it with 
aggregate cash proceeds of approximately $60,000,000. 
Northeast proposes to utilize tiie proceeds of the sale to 
make a capital contribution of $20,000,000 to Connecticut 
Light and Power Company and to repay, in part, the amount 
outstanding of Northeast’s short-term notes payable. The 
company expects that, at the time of the sale of the Com- 
mon Stock, approximately $135,000,000 of such notes will 
be outstanding. Northeast may, if it considers it desirable, 
stabilize the price of its common shares by the purchase of 
not more than 50,000 of such shares on the New York 
Stock Exchange, in the open market, or otherwise, on the 
three business days preceding and on the day on which the 
proposals for the purchase of the Common Stock are sub- 
mitted, up to and until a proposal is accepted or all proposals 
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are rejected. Under the terms of the purchase agreement to 
be entered into with the winning bidder or bidders, any 
shares so purchased by Northeast, together with the Com- 
mon Stock, are to be taken up by the purchasers at the bid 
price. 


The fees and expenses to be incurred in connection with this 
transaction are estimated at $168,000, including legal fees 
of $34,700 and accounting fees of $18,250. The fee of 
counsel for the purchasers of the shares is estimated at 
$30,000 and will be paid by the successful bidders. It is 
stated that no State or Federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19366), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19401/February 25, 1976 


See 


SECURITIES ACT OF 1933 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19402/February 25, 1976 


See 
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Release: No. 19403/February 25, 1976 
In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44701 


(70-5689) 


EIGHTH INTERIM ORDER AUTHORIZING ISSUE AND 
SALE OF NOTES TO BANKS AND TO A DEALER IN 
COMMERCIAL PAPER AND ADDING AN ADDITIONAL 
BANK TO THE PREVIOUS LIST 


Ohio Power Company (‘Ohio’), an electric utility subsidiary 
company of American Electric Power Company, Inc. 
(“AEP”), a registered holding company, has filed an applica- 
tion and amendments thereto with this Commission pur- 
suant to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (“Act’) and Rule 50(a)(5) promulgated 
thereunder regarding the following proposed transactions. 


Ohio requested authorization pursuant to Section 6(b) of the 
Act for the issue and sale of short-term debt obligations not 
to exceed $270,000,000 outstanding at any one time dur- 
ing the period ending June 30, 1976. Ohio also requested 
exception from the competitive bidding requirements of Rule 
50 with respect to commercial paper included in the re- 
quested authorization. 


Ormet Corporation objected to the proposal and requested a 
hearing thereon. By order of September 5, 1975 (HCAR No. 
19157), this Commission ordered a hearing, which hearing 
was held December 3-5, 1975. Briefs in this proceeding 
were filed on January 30, 1976, and reply briefs are to 
be filed on or before February 24, 1976. 


The Commission has entered interim orders authorizing Ohio 
to incur short-term borrowings (June 30, 1975, July 31, 
1975, August 29, 1975, October 1, 1975, October 31, 
1975, November 26, 1975 and December 31, 1975 (HCAR 
Nos. 19070, 19106, 19151, 19195, 19231, 19262 and 
19322)). Ohio's present authorization covers borrowings to 
February 29, 1976, in an aggregate principal amount not to 
exceed $181,000,000 outstanding at any one time. 


Ohio has filed by amendment a request for further interim 
relief through March 31, 1976, in an aggregate principal 
amount not to exceed $193,000,000 outstanding at any 
one time. Such amount will be reduced during this period by 
proceeds of any offerings of any securities and by equity in- 
vestments of AEP. Such request is supported by statements 
as to its estimated expenditures and sources of funds. 


By said orders of June 30, 1975 and December 31, 1975 
(HCAR Nos. 19070 and 19322), this Commission, among 
other things, authorized the issuance and sale of short-term 
notes by Ohio to 76 banks. Although the aggregate principal 
amount of short-term notes outstanding at any one time 
cannot exceed such amount as may be authorized by the 
Commission, the banks have agreed to make available to 
Ohio varying lines of credit totaling $200,515,000. 


Ohio now proposes to revise the list of banks from which 
borrowings may be effected and to increase the maximum 
available short-term debt credit to $205,515,000, by adding 
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to the list of banks The Bank of New York, New York, N.Y., 
which will make available to Ohio short-term credit up to 
$5,000,000. 


The notes will be issued from time to time prior to June 30, 
1976, as funds may be required, provided that none of the 
notes would mature later than December 31, 1976. Each 
note payable to a bank to be issued by Ohio will mature not 
more than 270 days after the date of issuance or renewal 
thereof, will bear interest at an annual rate of interest not 
greater than the prime rate of commercial banks in effect at 
the time of issuance or in effect from time to time, and will 
be prepayable at any time without premium or penalty. 


The proceeds from the issue and sale of the short-term notes 
will be used by Ohio to repay other short-term debt and to 
pay part of the cost of its future construction program. The 
estimated cost of Ohio’s 1976 construction program is ap- 
proximately $117,000,000. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied, and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that, during 
the pendency of this proceeding, said application, as amend- 
ed, be granted in part: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and the rules thereunder, that Ohio be, and it hereby is, 
authorized effective forthwith, to incur short-term 
borrowings through March 31, 1976, in an aggregate prin- 
cipal amount not to exceed $193,000,000 outstanding at 
any one time, subject to the terms and conditions prescribed 
in Rule 24 promulgated under the Act. 


IT 1S FURTHER ORDERED, that jurisdiction be, and it 
hereby is, reserved to grant the further relief applied for in 
whole or in part. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19404/February 26, 1976 


in the Matter of 

THE SOUTHERN COMPANY 
Perimeter Center East 

P. O. Box 720071 

Atlanta, Georgia 30346 
(70-5797) 


NOTICE OF PROPOSAL BY HOLDING COMPANY TO 


ISSUE INTERMEDIATE TERM DEBT AND TO MAKE 
CAPITAL CONTRIBUTIONS TO SUBSIDIARY OPERATING 
COMPANIES; REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Southern Company 
(“Southern”) has filed an application-declaration, and 
amendments thereto, pursuant to the Public Utility Holding 
Company Act of 1935 (‘‘Act’’), designating Sections 6(a), 7 
and 12 of the Act and Rules 24(c)(1), 45 and 50(a)(5) 
promulgated thereunder as applicable to the following 
proposed transactions. All interested persons are referred to 
the amended application-declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Southern proposes to issue and sell $125,000,000 of its un- 
secured promissory notes (‘Notes’) to a group of nineteen 
insurance companies, pension funds and other institutional 
lenders (‘Institutions’). The Notes will be placed with the 
Institutions through private negotiations undertaken by 
Morgan Stanley & Co., as agent for Southern. Southern 
proposes to deliver up to $25,000,000 of the Notes to cer- 
tain of the Institutions up to 90 days after the issuance 
thereof. The Notes will be sold at a price equal to 100% of 
the principal amount thereof, will bear interest at the rate of 
11%% per annum payable semi-annually, and will mature 
March 15, 1982. There will be mandatory sinking fund 
payments of $41,000,000 and $42,000,000 on the fourth 
and fifth anniversary dates, respectively, and a final payment 
of $42,000,000 at maturity. In addition, Southern, at its op- 
tion, may redeem the Notes at a declining premium in whole 
or in part at any time with the proceeds from the sale of its 
common stock. 


The loan agreement under which the Notes will be issued 
requires Southern (i) not to create, incur, assume or 
guarantee any additional long-term debt (as defined) unless, 
immediately after giving effect thereto, such long-term debt 
would not exceed 20% of Southern’s corporate capitaliza- 
tion; (ii) to maintain ownership of all shares of common 
stock of its public utility subsidiaries and not to dispose of 
any shares of common stock of any other of its subsidiaries, 
subject to certain exceptions; (iii) not to create or assume 
any mortgage, pledge or lien upon any stock or indebted- 
ness of any of its subsidiaries without securing the Notes 
equally and ratably; and (iv) to limit cash dividends to $155,- 
000,000 from retained earnings plus net income subse- 
quent to the date of the issuance of the Notes. 


Southern has filed an application with this Commission 
(HCAR No. 19388, February 13, 1976) proposing to sell 
10,000,000 shares of common stock which is expected to 
provide at least $150,000,000. The proceeds from the sale 
of the common stock, together with the proceeds from the 
Notes, will aggregate $275,000,000 and will be used by 
Southern to make capital contributions of approximatiey 
$225,000,000 to its operating subsidiaries and pay ap- 
proximately $60,000,000 of Southern’s short-term in- 
debtedness. 


Southern has requested authorization to make capital con- 
tributions to its operating subsidiaries through March 31, 
1977, as follows: 
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Subsidiary Contribution 
Alabama Power Company $150,000,000 
Georgia Power Company 50,900,000 
Gulf Power Company 14,000,000 
Mississippi Power Company 10,000,000 

$224,900,000 


Southern also proposes to make additional capital con- 
tributions of up to $20,000,000 should the proceeds from 
its proposed sale of common stock exceed $150,000,000 
ratably as follows: up to $15,000,000 to Alabama, up to 
$3,000,000 to Gulf, and up to $2,000,000 to Mississippi. 


Alabama, Mississippi, and Gulf filed an application with 
the Commission to issue and sell up to $425,000,000, 
$68,000,000, and $65,000,000, of short-term debt 
through March 31, 1977, respectively (HCAR No. 19381, 
February 10, 1976), The capital contributions to be made by 
Southern to these subsidiaries from the sale of common 
stock and Notes will be applied to reduce their respective 
short-term debt levels and to improve their equity positions. 


Southern states that in order to finance its proposed con- 
tributions for 1976 and fund its currently outstanding short- 
term debt without the sale of the Notes, it would have to 
sell, probably in the fourth quarter of this year, another issue 
of common stock equal to the pending common stock sale, 
which represents an increase of approximately 10% of 
Southern’s outstanding common stock. Southern states that 
a second issue of common stock in 1976 would not be 
economical and would be of doubtful feasibility. Southern 
believes that sale of the Notes will permit it to defer a further 
sale of common stock until the latter part of 1977. 


Southern believes that the annual interest rate on the Notes 
is reasonable in the light of current market conditions and in 
the light of market conditions during the period during 
December, 1975 and early January, 1976, when the 
prospective purchasers indicated their willingness to 
purchase the Notes. The Notes are not rated. However, 
Southern assumes that the highest rating which could be ex- 
pected for the Notes, were they to be rated, would be ba and 
BB+. The Notes are junior in position to the preferred stock 
of Southern’s operating subsidiaries. 


Southern requests an exception from the competitive bid- 
ding requirements of Rule 50(a)(5) to offer the Notes. A 
statement of the fees and expenses incurred or to be in- 
curred in connection with the proposed transactions will be 
supplied by amendment. It is stated that no State or Federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 22, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amended application-declaration which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declarant 
at the above-stated address, and proof of service (by af- 
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fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
amended application-declaration, as filed or as it may be 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission ‘ 
may grant exemption from such rules as provided in Rules { 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 





For the Commission, by the Division of Corporate Regula- | 
tion, pursuant to delegated authority. 

George A. Fitzsimmons hd 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19405/February 26, 1976 


in the Matter of 
NEW ENGLAND ELECTRIC SYSTEM 


20 Turnpike Road 


Westborough, Massachusetts 01581 ¢@ 


(70-5808) 





NOTICE OF PROPOSED AMENDMENT OF PREEMPTIVE 
RIGHTS PROVISIONS OF CORPORATE CHARTER; AND 
OF SOLICITATION OF PROXIES IN CONNECTION 
THEREWITH ¢@ 


NOTICE IS HEREBY GIVEN that New England Electric 
System (“NEES”), a registered holding company, has filed a i 
declaration, and an amendment thereto, with this Commis- { 
sion pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Sections 6(a), 7(e) and 12(e) 
thereof and Rules 62 and 65 promulgated thereunder as 
applicable to the following proposed transaction. All in- 
terested persons are referred to the declaration, summarized 
below, for a complete statement of the proposed transac- \ 
tion. 


Under Article Thirty-one of NEES’ Agreement and Declara- 
tion of Trust (‘Charter’), the company’s cominon 
shareholders have the preemptive right to subscribe pro rata 
to any authorized and unissued/shares of common stock 
which the company issues for cash except in cases where 
such shares are issued through a public offering by com- 
petitive bidding or through underwriters or investment 
bankers for public sale. NEES now proposes to amend Arti- 
cle Thirty-one to modify the preemptive rights of 
shareholders so that, unless the Board of Directors 
otherwise prescribes, such rights also shail not exist when 
shares of common stock are issued pursuant to (1) certain 
programs open to all shareholders, namely,divident reinvest- | 
ment and/or limited investment programs, or (2) programs 
for share ownership by employees of NEES and its direct or 
indirect subsidiaries. 














a) 
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Under the present dividend reinvestment program and 
limited investment option (‘existing plans’), NEES’ 
shareholders can regularly invest their dividends and/or up 
to $1,000 per month to acquire additional shares of com- 
mon stock, purchased for their accounts in the open market. 
NEES is currently studying the feasibility of replacing these 
plans with similar plans under which NEES would issue and 
sell additional shares of its authorized common stock direct- 
ly to the participating shareholders, who would thus be 
relieved of the brokerage charges necessarily incurred under 
the existing plans. NEES anticipates that the plans under 
study would also permit the proceeds from the purchases of 
additional common stock by participating shareholders to 
flow directly to NEES, rather than into the open market as 
under the existing plans, thereby providing it with additional 
funds for investment in its operating subsidiaries 


It is stated that the proposed Charter amendment would 
permit the development of the programs currently under 
study. 


It is further stated that NEES presently has no share 
ownership program for employees and that the proposed 
Charter amendment would permit the development of such 
a program. NEES anticipates that an employee share 
ownership program would provide employees with an ad- 
ditional investment opportunity and would provide NEES 
with additional funds. 


NEES seeks authorization solely to amend its Charter, in the 
manner set forth above, and to solicit proxies in connection 
therewith. The implementation of any dividend reinvestment 
plans or employee stock ownership plans and any issue or 
sale of common stock pursuant thereto will be the subject of 
additional! filings with this Commission. 


NEES intends to submit the proposed Charter amendment 
to its stockholders for consideration and vote at their Annual 
Meeting, scheduled for April 27, 1976. Approval of the 
proposed amendment requires the affirmative vote of two- 
thirds of the Board of Directors and either (i) the affirmative 
vote of a majority of the common shares outstanding, if the 
Board of Directors determines that the proposed amend- 
ment is of a fundamental character, or (ii) the affirmative 
vote of a majority of the common shares represented at the 
meeting, if the Board determines that the proposed amend- 
ment is not of a fundamental character. It is stated that the 
determination of whether the proposed Charter amendment 
is fundamental will occur at the Board meeting to be held on 
February 25, 1976. NEES further intends to solicit proxies 
from its common shareholders through the use of proposed 
soliciting material, which NEES anticipates mailing to such 
shareholders on or about March 26, 1976, for the purposes 
of obtaining the requisite approval of the proposed Charter 
amendment and of a proposal fixing the renumeration of 
Directors, and fixing the number of, and electing, Directors. 
lt is stated that the fees and expenses to be incurred by 
NEES in connection with the proposed transaction will not 
exceed by any significant amount those which will be in- 
curred in connection with the Annual Meeting of NEES’ 
shareholders; the estimated expenses to be incurred by 
NEES as a result of soliciting proxies for the Annual 
Meeting, including service charges of New England Power 
Service Company (an affiliate of NEES) of $4,000, are es- 
timated to be about $85,000. It is also stated that no state 


commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 22, 1976, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of fact 
or law raised by said amended declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, as 
amended, or as it may be further amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19406/February 26, 1976 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 78403 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 71156 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 74102 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 79604 


(70-5774) 


ORDER AUTHORIZING PROPOSED ACQUISITION OF 
ROYALTY INTEREST IN COAL AND OIL GASIFICATION 
UNIT SALES AND PROPOSED REIMBURSEMENT OF 
EXPENSES INCURRED BY ONE SUBSIDIARY IN AN OIL 
GASIFICATION PROJECT BY OTHER SUBSIDIARIES 


Central Power and Light Company (‘CPL”), Southwestern 
Electric Power Company (““SWEPCO”), Public Service Com- 
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pany of Oklahoma ("PSO"), and West Texas Utilities Com- 
pany (“WTU"), electric utility subsidiary companies of Cen- 
tral and South West Corporation (“CSW”), a registered 
holding company, have filed an application-declaration, and 
amendments thereto, with this Commission pursuant to 
Sections 9, 10, 12 and 13 of the Public Utility Holding Com- 
pany Act of 1935 (‘Act’) regarding the following proposed 
transaction. 


CPL proposes to enter into a contract (“contract’’) with 
Foster Wheeler Energy Corporation (""FWE”) for the develop- 
ment of a fuel gasification desulphurization unit (‘facility’) 
to supply gasified fuel from liquid and solid hydrocarbons at 
Unit No. 4 of CPL’s La Palma Power Station. 


Under the contract FWE will supply, among other things, 
certain drawings, engineering work, equipment and fuel re- 
quired for tests performed under the current CPL will sup- 
ply, among other things, the site for the work, all labor and 
services required during the test program and all fuel re- 
quired in excess of that fuel required for the test program. It 
is stated that the U. S. Environmental Protection Agency 
(“EPA"’) is committed to supply fuels and feedstocks for the 
test facility and to subsidize the engineering design for the 
test facility and a scale-up design to a commercial unit. The 
maximum costs, subject to adjustment for escalation factors 
specified in the contract, are stated to be $1,635,975 for 
CPL's direct costs, and $1,900,500 of reimbursable costs of 
FWE. 


CSW system generating plants presently operate for the 
most part on natural gas. Declarants state that shortages of 
natural gas for boiler fuel are expected to be a growing 
problem and that it is planned that Declarants’ future plants 
will use other sources of fuel. Declarants are searching for 
an economical method to adapt existing plants to use other 
available fuel supplies. 


The proposed method has been applied on a laboratory 
model of less than 1 MW capacity. FWE is preparing to scale 
up this process to a 15 MW size as an intermediate step in 
developing the process for units in the 250 MW and larger 
range. It is estimated that the facility for La Palma Unit No. 4 
can be fabricated and installed in 18 months, followed by an 
18 month period of testing. If the demonstration plant is 
successful, a 250 MW unit might be modified in an ad- 
ditional 18 months, resulting in a full-sized retrofitted unit in 
mid-1979. 


if FWE designs and constructs a commercial facility after 
completion of the CPL facility, using any of the information 
developed under the contract or under FWE’s contract with 
EPA, FWE will give any affiliate of CSW a 10% discount on 
engineering costs of facilities sold to such affiliates and will 
pay CPL a royalty on each facility sold to nonaffiliates. The 
royalty will be $2,000 for the first 25,000,000 Btu/hour or 
less of design heating capacity and $60 for each additional 
1,000,000 Btu/hour of design heating capacity. These dis- 
counts and royalties will continue until payments by CPL to 
FWE under the proposed contract are recovered. 


lt is proposed that PSO, SWEPCO and WTU share in the 
costs under the contract because commercially feasible 
facilities would also be useful for their respective generating 
facilities. The other companies will reimburse CPL for 50% of 
the costs of the facility, excluding costs associated with the 
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extension of the test period for the facility beyond six 
months. Reimbursement will be in the proportion of 22.5% 
for PSO, 19% for SWEPCO and 8.5% for WTU. These 
proportions are based on the relative generating capabilities 
of the companies. If any royalties are received from FWE, 
such royalties will be allocated in accordance with the reim- 
bursement formula. Discounts under the agreement will be 
divided in the same manner, the company receiving the dis- 
count paying its associates their respective shares of the dis- 
count. 


PSO, SWEPCO and WTU propose to treat their payments to 
CPL as expenses for research and development and to treat 
any royalties or cash payments in respect thereof received 
by them as income. CPL proposes to accumulate its ex- 
penses with respect to the project, reduced by receipts from 
other applicants-declarants, in a deferred debit account (FPC 
Account No. 188); if the project is successful, these ex- 
penses will be capitalized as part of plant and if it is not 
successful, they will be written off to research and develop- 
ment expense. Any royalties or other cash payments re- 
ceived by CPL will be applied to reduce the cost of the facility. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19356), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-deciaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act and 
subject to the provision that nothing in this order shall be 
construed as in any manner affécting the jurisdiction of any 
other regulatory authority with respect to rates, accounting 
or similar matters in connection with the proposed transac- 
tions. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 











¢@ 


t® 





'@ 


(2 


1@ 











¢@ 


+ @ 


“@ 


( 


1@ 





Release No. 428/February 25, 1976 
SEE 


SECURITIES ACT OF 1933 
Release No. 5685/February 25, 1976 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9171/February 20, 1976 


In the Matter of 


UNIFIED FUNDS, INC. 
207 Guaranty Building 
Indianapolis, Indiana 46204 


(File No. 812-1578) 


NOTICE OF APPLICATION PURSUANT TO SECTION 28(c) 
OF THE ACT. 


NOTICE IS HEREBY GIVEN that Unified Funds, Inc. 
(“Unified”), an indiana corporation registered under the 
Investment Company Act of 1940 (the “Act’’) as a face- 
amount certificate company, has filed an application pur- 
suant to Section 28(c) of the Act for an order of the Com- 
mission approving the amendment of a general depository 
agreement (the “Agreement’’) between Unified and 
Merchants National Bank & Trust Company of Indianapolis 
(the ‘‘Bank’’) so as to require annual rather than semi-annual 
certification of the financial statements of Unified by an in- 
dependent public accountant. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations made therein, which are 
summarized below. 


Section 28(c) provides, among other things, that the Com- 
mission shall by rule, regulation, or order in the public in- 
terest or for the protection of investors, require a registered 
face-amount certificate company to deposit and maintain, 
upon such terms and conditions as the Commission shall 
prescribe and as are appropriate for the protection of in- 
vestors, with one or more institutions having the 
qualifications required by Section 26(a) (1) of the Act for a 
trustee of a unit investment trust, all or any part of the in- 
vestments maintained by such company as certificate 
reserve requirements under the provisions of Section 28(b) 
of the Act. 


By order dated November 20, 1963, the Commission, pur- 
suant to Section 28(c) of the Act, approved the Agreement 
between Unified and the Bank. The agreement provided for 
the deposit by Unified with the Bank of qualified in- 
vestments and reserves as required by Section 28 with 
respect to the various series of face-amount certificates 
offered and issued from the general funds of Unified. The 
Agreement, which Unified seeks to amend, provides, inter 


alia, that Unified shall at all times deposit and maintain with 
the Bank qualified assets having an aggregate value at least 
equal to its minimum certificate reserve requirements, which 
assets shall be held separate and segregated, and that 
Unified may withdraw assets on deposit for the purpose of 
retiring certificates or for any other purpose if the remaining 
assets on deposit will equal the minimum reserve re- 
quirements. Assets representing minimum reserves for cer- 
tificates sold within certain States that require such reserves 
te be held by a depository within such States may, for the 
above minimum reserve requirements, be deducted in com- 
puting assets of Unified to be held by the Bank. 


Prior to the approval and execution of the Agreement, 
several other depository agreements had been approved and 
executed with respect to the various segregated funds, i.e., 
Charter, Series “A’, “B"; “C*. “D". “E. “F. (Gand “Ht” 
administered by Unified. Under these agreements, all assets 
of the segregated funds were held by the Bank. It was 
deemed appropriate, because of the extensive activities and 
responsibilities of the Bank, that such assets be audited and 
certified semi-annually by independent accountants. The last 
of the segregated funds matured at October 31, 1975, and 
the Bank and Unified have no further responsibilities under 
those agreements for the segregated funds. 


The present Agreement is in effect only with respect to 
Series ‘'l" Certificates, Single Payment Certificates and UIC- 
12 Certificates. Under the Agreement, the assets of Unified 
are audited and certified semi-annually by independent ac- 
countants, i.e., as of June 30, the end of its fiscal year, and 
as of December 31, the end of the first half of its fiscal year. 
Reports for the remaining two quarters of the year, ending 
March 31 and September 30 are certified by officers of 
Unified. 


Because Unified has been in the process of maturing its cer- 
tificates, the total asets administered by Unified and on 
deposit with the Bank has continuously diminished from ap- 
proximately $20,000,000 to approximately $900,000. In an 
effort to continue to decrease expenses wherever possible, 
Unified seeks to amend the Agreement to eliminate the re- 
quirement that the semi-annual reports be certified by in- 
dependent accountants. 


In support of the application, Unified points out that while 
Section 30(d) of the Act requires every registered invest- 
ment company to transmit reports to its stockholders at 
least semi-annually, Section 30(e) of the Act only requires 
annual reports to shareholders and annual reports to the 
Commission to be audited and certified by an independent 
public accountant. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 16, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon applicant at the address stated above. Proof of 
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such service (by affidavit, or in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein will be issued as of course following 
March 16, 1976, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing or advice as to whether 
a hearing is ordered will receive notice of further 
developments in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9172/February 20, 1976 


In the Matter of 


TAX EXEMPT BOND FUND 

c/o Wellington Management Corporation 
28 State Street 

Boston, Massachusetts 02109 


(811-2399) 


ORDER TERMINATING REGISTRATION PURSUANT TO 
SECTION 8(f) OF THE ACT 


On January 19, 1976 a notice was issued (Investment Com- 
pany Act Release No. 9129), that the Commission proposed 
to declare by order on its own motion pursuant to Section 
8(f) of the Investment Company Act of 1940 (“Act”), that 
Tax Exempt Bond Fund (‘Bond Fund”) has ceased to be an 
investment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the matter 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that Bond * 


Fund has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act that the registration of Bond Fund shall forthwith cease 
to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9173/February 25, 1976 


In the Matter of 


FIRST HOME 
KANSAS, INC. 
105 South Broadway 
Suite 700 

Wichita, Kansas 67202 


INVESTMENT CORPORATION OF 


(812-3889) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM CERTAIN PROVISIONS OF SECTION 
16(a) AND PURSUANT TO SECTION 18(j) (1) OF THE ACT 


NOTICE IS HEREBY GIVEN that the First Home Investment 
Corporation of Kansas, Inc. (Applicant’’), a face-amount 
certificate company registered under the Investment Com- 
pany Act of 1940 (“Act’’), has filed an application on 
December 19, 1975, for an order pursuant to Section 6(c) 
of the Act to exempt Applicant from certain provisions of 
Section 16(a); and pursuant to Section 18(j)(1) of the Act. 
All interested persons are referred to the application on 
file with the Commission for a statement of the representa- 
tions contained therein which are summarized below. 


Applicant states that it filed on April 24, 1973 a Voluntary 
Petition of Reorganization under Chapter X of the Bankrupt- 
cy Act in the United States District Court for the District of 
Kansas (“Court’’), which petition was approved and a 
Trustee appointed. Aplicant further states that an Amended 
Pian of Reorganization (‘Plan’), was filed jointly by the 
Trustee and the FHI Investors Protective Committee ‘’A’’ on 
July 17, 1975, and that a further amendment thereto was 
filed on October 21, 1975. Applicant represents that the 
Plan was approved by the Court on November 10, 1975. 


Section 16(a) 


Applicant states that the Plan provides that its new directors 
will be selected by the Court for a tenure which terminates 
at the close of the twenty-four months following the date of 
confirmation of the Plan, subject to the power of the Court to 
replace directors or appoint new directors by reason of 
vacancies or as otherwise authorized by the Plan. It further 
States that after the completion of said tenure Applicant's 
directors shall be subject to election by its shareholders at a 
special meeting convened for that purpose. Applicant 
represents that its directors thereafter shall be elected an- 
nually at meetings of its shareholders convened in accor- 
dance with its by-laws and applicable state law. 


Section 16(a) of the Act provides in part that no person shall 
serve as a director of a registered investment company un- 
less elected to that office by the holders of the outstanding 
voting securities of such company, at an annual or a special 
meeting duly called for that purpose; except that vacancies 
occurring between such meetings may be filled in any 
otherwise legal manner if immediately after filling any such 
vacancy at least two-thirds of the directors then holding of- 
fice shall have been elected to such office by the holders of 
the outstanding voting securities of the company at such an 
annual or special meeting. In the event that at any time less 
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than a majority of the directors of such company holding of- 
fice at that time were so elected by the holders of the out- 
standing voting securities, the board of directors or proper 
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promptly as possible and in any event within sixty days a 
meeting of such holders for the purpose of electing directors 
to fill any existing vacancies in the board of directors unless 
the Commission shall by order extend such period. 


Applicant contends that, since it is anticipated that all 
prospective directors to be selected by the Court will be un- 
familiar with the operation of Applicant, substantial time will 
be required for such directors to familiarize themselves with 
the business and prospects of Applicant and to take the 
necessary steps to plan, develop and implement the 
business operations envisaged by the Plan. Applicant also 
represents that the interests of Applicant's shareholders will 
be protected through the powers of the Court to select and 
replace directors. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion by order upon application may conditionally or uncon- 
ditionally exempt any person, security or transaction from 
any provision of the Act or of any rule or regulation 
thereunder, if and to the extent such exemption is necessary 
or appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Section 18(j) (1) 


Applicant states that the Plan provides that its shareholders 
shall have the right to redeem certain of their shares of 
Applicant's common stock in exchange either for (a) cash 
equal to 90% of the book value per share as of the last day of 
the month immediately preceding the date of confirmation 
of the Plan (“valuation date’) or (b) seven-year senior un- 
secured promissory notes (‘Notes’) in the face amount of 
the full book value per share as of the valuation date with in- 
terest at the rate of 7% per annum. 


Section 18(j) (1) of the Act provides in part that it shall be 
unlawful for any registered face-amount certificate company 
to issue, except in accordance with such orders as the Com- 
‘mission may prescribe in the public interest or as necessary 
or appropriate for the protection of investors, any security, 
other than a face-amount certificate, a common stock hav- 
ing a par value and being without preference as to dividends 
or distributions and having at least equal voting rights with 
any outstanding security of such company, or short-term 
payment or promissory notes or other indebtedness issued 
in consideration of any loan, extension, or renewal thereof, 
made by a bank or other person and privately arranged and 
not intended to be publicly offered. 


Applicant contends that the Notes will constitute senior 
securities and that it will have no other sifnigicant outstand- 
ing indebtedness as of the date of the Pian’s confirmation, 
except for certain outstanding face-amount certificates. 
Applicant represents that its net worth after reorganization 
will be more than adequate to satisfy debt service charges 
while the Notes are outstanding and to repay or repurchase 
the Notes at or prior to maturity; and that face-amount cer- 
tificates remaining outstanding after consummation of the 
Plan will continue to be secured by segregated qualified cer- 
tificate reserves in accordance with the provisions of Section 


28 of the Act. Applicant further represents that to the extent 
Applicant’s shareholders elect to redeem common stock in 
exchange for Notes in an aggregate principal amount ex- 
ceeding $1,000,000, such Notes will not be issued until the 
provisions of the Trust Indenture Act of 1939 respecting 
qualification of an indenture governing the Notes and ap- 
pointment of an independent trustee have been satisfied. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 18, 1976 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service by affidavit (or in case of an attorney at law, 
by certificate) shall be filed contemporaneously with a re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of Applica- 
tion herein will be issued as of course following said date un- 
less the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in the 
matter including the date of the hearing (if ordered) and any 
postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9174/February 25, 1976 


In the Matter of 


CONSULTANT'S MUTUAL INVESTMENTS, INC. 
1500 Walnut Street 
Philadelphia, Pennsylvania 19102 


(811-1189) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE 1S HEREBY GIVEN that Consultant's Mutual 
Investments, Inc. (‘Applicant’), an open-end, diversified 
management investment company registered under the 
Investment Company Act of 1940 (‘Act’), has filed on 
January 26, 1976, an application pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that Appli- 
cant has ceased to be an investment company as defined in 
the Act. All interested persons are referred to the application 
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on file with the Commission for a statement of the facts and 
representations contained therein, which are summarized 
below. 


Applicant states that it was incorporated in the state of 
Maryland on September 18, 1962 and registered under the 
Act on June 17, 1963. 


Applicant represents that on June 16, 1975 (Closing 
Date”), pursuant to an Agreement and Plan of Reorganiza- 
tion and Articles of Transfer ("“Agreement’’), which had been 
approved by its shareholders on June 12, 1975, it sold sub- 
stantially all of its assets to the Drexel Equity Fund, Inc., now 
the Drexel Burnham Fund, Inc. (“Drexel Burnham”), in ex- 
change for common stock of Drexel Burnham and that a 
total of 1,103,165.263 Drexel Burnham shares were ex- 
changed, representing an exchange ratio of 1.230739 
shares of Drexel Burnham for each outstanding share of 
Applicant. Applicant states that such shares were delivered 
to or credited to the accounts of shareholders of Applicant 
according to their respective interests in liquidation of Appli- 
cant. Applicant further represents that it now has no 
stockholders, engages in no business activity and that on 
the date of filing its only assets consisted of $25,000 in 
cash, which is to be retained as a provision for liabilities not 
reasonably foreseeable at the time of the exchange. 


Applicant states that any portion of such retained cash that 
is not used to pay liabilities of Applicant (“reserve surplus’) 


will be paid over to Drexel Burnham. Applicant further states. 


that a proportionate amount of reserve surplus attributable 
to shareholders of Drexel Burnham will be distributed in ad- 
ditionai shares of Drexel Burnham to be valued at the net 
asset value of Drexel Burnham on the date of the payment of 
the reserve surplus, which shall be made not later than one 
year after the Closing Date. Applicant states that its 
shareholders who do not remain shareholders of Drexel 
Burnham at the date of distribution of reserve surplus will 
receive no portion of the reserve surplus; but, the amount 
apportionable to such shareholders will be added to the 
assets of Drexel Burnham. 


Applicant represents that it is filing its Articles of Dissolution 
with the Secretary of State of Maryland. 


Section 8(f) of the Act provides in pertinent part, that when 
the Commission, on application, finds that a registered in- 
vestment company has ceased to be an investment com- 
pany, it shall so declare by order and, upon the effectiveness 
of such order, the registration of such company shall cease 
to be in effect. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than March 22, 1976 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney at law, by 
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certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9175/February 25, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5685/February 25, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9176/February 25, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12143/February 25, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9177/February 26, 1976 


In the Matter of 

FRANKLIN RESOURCES LIQUID ASSETS FUND 
RESEARCH CAPITAL FUND, INC. 

RESEARCH EQUITY FUND, INC. 

FRANKLIN CUSTODIAN FUNDS, INC. 


and 
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FRANKLIN DISTRIBUTORS, INC. 
155 Bovet Road 
San Mateo, California 94402 


(812-3884) 


ORDER PURSUANT TO SECTION 11(a) PERMITTING AN 
OFFER OF EXCHANGE AND PURSUANT TO SECTION 6(c) 
GRANTING EXEMPTION FROM SECTION 22(d) AND 
RULE 22d-1 THEREUNDER 


Franklin Resources Liquid Assets Fund (‘Liquid Assets’), 
Research Capital Fund, Inc. (‘Capital’), Research Equity 
Fund, Inc. (“Equity”) and Franklin Custodian Funds, Inc. 
(‘Franklin’) (collectively referred to as ‘Funds”), each of 
which is registered as a diversified, open-end management 
investment company under the Investment Company Act of 
1940 (‘Act’), and Franklin Distributors, Inc. (collectively 
referred to with the Funds as ‘‘Applicants’’) filed an applica- 
tion on December 15, 1975, for an order of the Commission 
(1) pursuant to Section 11(a) for an order to permit the offer 
to shareholders of Liquid Assets the right to exchange their 
shares for those of Capital, Equity and Franklin on a basis 
other than the relative net asset values of the Fund shares 
involved at the time of the exchange; and (2) pursuant to 
Section 6(c) of the Act to exempt Applicants from the 
provisions of Section 22(d) of the Act and Rule 22d-1 
thereunder to the extent necessary to permit such an offer of 
exchange. 


On January 28, 1976, a notice was issued of the filing of 
said application (Investment Company Act Release No. 
9136). The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the application is appropriate in the public 
interest and consistent with the protection of investors 
and purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


iT IS ORDERED, pursuant to Section 11(a) of the Act that 
the proposed exchange offer be approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of the 
Act, that the application for exemption from Section 22(d) of 
the Act and Rule 22d-1 thereunder, to the extent requested 
be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





3 INVESTMENT COMPANY ACT OF 1940 


(® 


Release No. 9178/February 26, 1976 


In the Matter of 


MARATHON SECURITIES CORPORATION 
20 Exchange Place 
New York, New York 10005 


(812-3779) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER GRANTING 
EXEMPTIONS FROM PROVISIONS OF SECTION 10(a); 
SECTION 16(a); RULES 17g-1(d), 17g-1(e) AND 17g-1(g): 
SECTIONS 30(a), 30(b), 30(c), 30(d), AND 30(e) AND 
RULES 30a-1, 30a-2, 30b1-1, 30b2-1, AND 30d-1 
THEREUNDER; AND SECTION 32(a). 


NOTICE IS HEREBY GIVEN that Marathon Securities Cor- 
poration (“Applicant”), a closed-end investment company 
registered under the Investment Company Act of 1940 
("Act"), filed an application on March 12, 1975, and an 
amendment thereto on February 23, 1976 pursuant to Sec- 
tion 6(c) of the Act for an order exempting Applicant from 
certain provisions of Section 10(a); Section 16(a); Rules 
17g-1(d), 17g-1(e) and 17g-1(g); Sections 30(a), 30(b), 
30(c), 30(d) and 30(e) and Rules 30a-1, 30a-2, 30b1-1, 
30b2-1 and 30d-1 thereunder; and Section 32(a), to reduce 
Applicant’s expenses incurred in connection with its ongoing 
liquidation and dissolution as a registered investment com- 
pany. All interested persons are referred to the application 
on file with the Commission for a statement of the represen- 
tations contained therein, which are summarized below. 


Applicant, a Delaware corporation, has been registered un- 
der the Act since 1965. In October 1974, Applicant's 
shareholders approved a plan for liquidating and dissolving 
Applicant and terminating Applicant's status as a registered 
investment company. In December 1974, Applicant dis- 
tributed on a pro-rata basis all of its unrestricted securities, 
except one, which it has since sold. The distribution 
amounted to over two-thirds of Applicant's assets. Applicant 
states that it is liquidating its holding in its one publicly trad- 
ed but restricted portfolio security pursuant to Rule 144 un- 
der the Securities Act of 1933; but it estimates that it will 
take at least two years to complete such process. Applicant 
represents that it has been attempting to dispose of its 
remaining restricted securities, but, due to general economic 
conditions and the business situations of the particular cor- 
porations, has been unsuccessful thus far. Therefore, Appli- 
cant has been unable to make a final distribution of its 
assets and file an application pursuant to Section 8(f) of the 
Act to deregister as an investment company. In addition to 
such securities, Applicant presently holds approximately 
$145,000 in liquid assets which it intends to use to meet its 
known obligations and its continuing expenses, and to es- 
tablish a reserve for unknown liabilities at the time of its final 
liquidation. Applicant states that it intends to make its final 
distribution as soon as it determines that the expenses of 
continuing its corporate existence would exceed the 
amounts which might reasonably be expected to accrue 
from the sale of its then remaining restricted securities. 
Since Applicant believes that it may be several years before 
it will be able to dispose of its restricted securities, distribute 
the proceeds and dissolve completely, Applicant is seeking 
certain exemptions in order to reduce significantly its ex- 
penses during the period when its activities will be severely 
limited. 


SEC DOCKET/29 








Section 10(a) and Rules 17g-1(d), (e) and (g) 


Section 10(a), in substance, provides that no more than 60% 
of an investment company’s board of directors can be in- 
terested persons of the investment company. Applicant 
proposes to have two interested persons as its only direc- 
tors, Mr. Walter Scheuer (“Scheuer”), Chairman of the 
Board of Applicant, and Mr. Edwin Robbins (‘Robbins’), 
President, Treasurer and Chief Executive Officer of Appli- 
cant. In addition to savings on directors’ fees, Applicant 
represents that additional savings will result because Appli- 
cant need no longer prepare memoranda for its unaffiliated 
directors describing Applicant's operations and the status of 
its portfolio companies. Scheuer and Robbins, who are in- 
volved on a daily basis with Applicant's activities and are 
completely familiar with its portfolio companies, will not 
need such reports. Moreover, because Scheuer and Robbins 
own in the aggregate directly or indirectly approximately 
67.2% of Applicant's outstanding securities, Applicant 
asserts that they will act in the best interests of all of 
Applicant's shareholders in carrying out the liquidation and 
dissolution. 


Rules 17g-1(d), (e) and (g) govern the bonding of officers 
and employees of investment companies. Several of the 
provisions of these rules require that certain actions be taken 
by a majority of the board of directors of an investment com- 
pany who are not “interested persons” of the investment 
company. Applicant intends to continue to comply with all 
the substantive requirements of such rules, but if it receives 
the exemption from Section 10(a) described above and 
makes the proposed changes in its board of directors, there 
will no longer be directors who are not “interested persons” 
of Applicant and Applicant will no longer be able to follow 
the procedures in such rules. Therefore, Applicant is seeking 
relief from those provisions of the rules which require ap- 
proval by directors who are not interested persons of Appli- 
cant. However Applicant has agreed that it will not reduce 
the amount of its bond, even if permitted to by Rule 17g- 
1(d), without the approval of both of its directors. 


Section 16(a) 
Section 16(a) of the Act provides, in part, that: 


“No person shall serve as a director of a registered invest- 


ment company unless elected to that office by the holders - 


of the outstanding voting securities of such company, at 
an annual or a special meeting duly called for that pur- 
pose; except that vacancies occurring between such 
meetings may be filled in any otherwise legal manner if 
immediately after filling any such vacancy at least two- 
thirds of the directors then holding office shall have been 
elected to such office by the holders of the outstanding 
voting securities of the company at such an annual-or 
special meeting. In the event that at any time less than a 
majority of the directors of such company holding office 
at that time were so elected by the holders of the outstan- 
ding voting securities, the board of directors or proper of- 
ficer of such company shall forthwith cause to be held as 
promptly as possible and in any event within sixty days a 
meeting of such holders for the purpose of electing direc- 
tors to fill any existing vacancies in the board of directors 
unless the Commission shall by order extend such 
period...” 
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As noted above, Applicant intends to have Scheuer and 
Robbins as its directors for the balance of its existence as a 
registered investment company. If one vacancy occurs, the 
remaining director intends to fill it from the group of in- 
dividuals who are currently serving as Applicant's directors. 
If both directorships become vacant, applicable Delaware 
law would be used. Applicant represents that these 
arrangements will relieve it of certain expenses, including 
those incidental to shareholder meetings, in the event that 
vacancies occur. 


Sections 30(a), 30(b), 30(c), 30(d), 30(e), and 32(a) and 
Rules 30a-1, 30a-2, 3061-1, 30b2-1, and 30d-1 


Section 30 and the rules thereunder require registered in- 
vestment companies to file with the Commission and dis- 
tribute to their shareholders various quarterly, semi-annual 
and annual reports. Rule 30d-1 requires that shareholders 
receive a report at least semi-annually which includes a 
balance sheet, a list of the securities owned, an income 
statement, statements of surplus and aggregate remunera- 
tion paid to certain officers and directors of the investment 
company, and a statement of its aggregate purchases and 
sales of investment securities. Certain of these reports must 
be accompanied by a certificate of an independent public ac- 
countant. 


Applicant represents that it would realize significant savings 
in the form of reduced accounting and auditing fees, legal 
fees, officers’ and employees’ salaries, and printing and mail- 
ing costs if the requested relief is granted. However, if relief 
is granted, Applicant has agreed to send to its shareholders 
and file with the Commission within forty-five days after the 
end of each six month period beginning August 1, 1975 a 
report which will include an unaudited balance sheet and in- 
come statement for the period covered, a list of Applicant's 
portfolio securities and a brief discussion of any significant 
events which occurred during the period. Applicant has also 
agreed that at least once during each calendar year begin- 
ning with 1976 an independent public accountant will con- 
duct an examination of Applicant's assets without prior 
notice to Applicant. Applicant will file with the Commission 
a certificate of the accountant stating the results of such ex- 
amination. 


Section 32(a) provides that unless certain conditions have 
been met concerning the selection by a registered manage- 
ment company of its independent public accountant, it is un- 
lawful for such company to file with the Commission any 
financial statement signed or certified by an independent 
public accountant. Assuming Applicant receives the re- 
quested relief from Section 30 and the rules thereunder, 
Applicant will no longer file with the Commission financial 
statements signed or certified by an independent public ac- 
countant. Therefore, Section 32(a) will not be applicable to 
Applicant. However, Applicant believes that it is possible 
that at some future time, it may be in a position to file a 
signed or certified financial statement with the Commission 
and consequently is seeking an exemption from Section 
32(a) to permit it to do so. 


Section 6(c) provides, in part, that the Commission, by order 
upon application, may conditionally or unconditionally ex- 
empt any person, security, or transaction or any class or 
classes of persons, securities, or transactions, from any 
provision or provisions of the Act and the rules thereunder, if 
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and to the extent that such exemption is necesssary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than March 22, 1976 at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication shall be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with the 
request. As provided by Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9179/February 26, 1976 


In the Matter of 


HARRIS J. ASHTON 

c/o General Host Corporation 
245 Park Avenue 

New York, New York 10017 


ORDER PURSUANT TO SECTION 9(c) OF THE ACT 
GRANTING APPLICATION FOR EXEMPTION FROM 
SECTION 9(a) 


On October 23, 1975, Harris J. Ashton (“Applicant”) filed an 
application pursuant to Section 9(c) of the Act for an order 
of the Commission exempting Applicant from Section 9(a) of 
the Act. 


On January 19, 1976, a Notice (Investment Company Act 
Release No. 9127) was issued on the filing of such applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 


should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that the 
prohibitions of Section 9(a) of the Act, as applied to Appli- 
cant, are unduly and disproportionately severe and that the 
conduct of Applicant has been such as not to make it against 
the public interest and protection of investors to grant such 
application. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 9(c) of the 
Act, that Applicant is exempt from the provisions of Section 
9(a) of the Act. 


By the Commission 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9180/February 26, 1976 


In the Matter of 


NORTHEAST FIDELITY INVESTMENT COMPANY 
(FORMERLY MINNESOTA SMALL BUSINESS 
INVESTMENT COMPANY) 

2338 Central Avenue, Northeast 

Minneapolis, Minnesota 55418 


(811-1064) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On November 17, 1975, Northeast Fidelity Investment 
Company, formerly Minnesota Small Business Investment 
Company, (‘Applicant’), a non-diversified, closed-end 
management investment company registered under the 
Investment Company Act of 1940 (‘Act’) filed an applica- 
tion pursuant to Section 8(f) of the Act for an order of the 
Commission declaring that Applicant has ceased to be an in- 
vestment company as defined by the Act. 


On January 28, 1976, a Notice (Investment Company Act 
Release No. 9137) was issued on the filing of said applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed, 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of the 
Act that the registration of Northeast Fidelity Investment 
Company Inc., shall cease to be in effect. 
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For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 498/February 25, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5685/February 25, 1976 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 499/February 25, 1976 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 206(4)-3 
AND PROPOSED AMENDMENTS TO RULE 206(4)-1 
UNDER THE INVESTMENT ADVISERS ACT OF 1940 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission hereby withdraws its proposals to 
adopt Rule 206(4)-3 and to amend Rule 206(4)-1' under 
Investment Advisers Act of 1940. Rule 206(4)-3 was 
proposed for the purpose of imposing certain requirements 
on the contents of investment advisory communications by 
investment advisers and requiring the disclosure of certain 
information with respect to such publications. The proposed 
amendments to Rule 206(4)-1 were intended to clarify sub- 
paragraph (a)(2) of that Rule and to add an additional re- 
quirement that, prior to publication, advertisements be ap- 
proved in writing by the supervisory person designated to 
supervise such advertisements. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Investment Advisers Act Release No. 231, October 10, 
1968. 








LITIGATION 
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Litigation Release No. 7252/January 28, 1976 


U.S. v. ROBERT L. VESCO, et al. 
(USDC, Southern District of New York) 


Stanley Sporkin, Director of the Division of Enforcement of 
the Securities and Exchange Commission, and William D. 
Moran, Administrator of the New York Regional Office, an- 
nounced that on January 14, 1976, a federal grand jury sit- 
ting in New York City returned a nine-count indictment 
charging seven individuals formerly associated with Inter- 
national Controls Corporation (‘ICC’) and Investors 
Overseas Services, Ltd. ("IOS") with securities fraud, wire 
fraud and conspiracy. 

Named as defendants in various counts of the indictment 
were: Robert L. Vesco, 41 (former Chairman of the Board of 
both ICC and I1OS): Norman P. LeBlanc, 41 (a former Vice 
President of 10S); Milton Meissner, 62 (former President of 
10S); Stanley Graze, 58 (former Investment Adviser to the 
10S managed mutual funds); Richard E. Clay, 51 (former 
Vice President of ICC); Gilbert R.J. Straub, 41 (former Euro- 
pean director of ICC); and Ulrich Strickler, 40 (a former 
director of 10S). All of the defendants are presently residing 
abroad. 


The indictment charges that the defendants defrauded ICC, 
a company listed on the American Stock Exchange, its 
shareholders and over 225,000 investors in overseas mutual 
funds managed by !OS in connection with the defendant's 
acquisition and control of |OS and their activities in manag- 
ing the mutual funds. 


For further information, see Litigation Release No. 5643. 





Litigation Release No. 7284/February 23, 1976 
SEC v. J. S. ROBERTS & Co. (D.N.J.) 


William D. Moran, Regional Administrator with the New 
York Regional Office of the Securities and Exchange Com- 
mission announced today that on February 11, 1976 United 
States District Judge Herbert J. Stern of the District of New 
Jersey preliminarily enjoined J. S. Roberts & Co. from further 
violations of the Commission’s net capital, bookkeeping and 
supplemental reporting requirements under Sections 
15(c)(3) and 17(a) of the Securities Exchange Act of 1934 
and Rules 15c3-1, 17a-3, 17a-4 and 17a-11 thereunder. 
On the same day Judge Stern appointed a trustee for J. S. 
Roberts & Co. pursuant to the Securities Investor Protection 
Act of 1970. 





Litigation Release No. 7285/February 25, 1976 


SEC v. AMERICAN REALTY TRUST AND THOMAS J. 
BROYHILL (E.D. Va., Alex Div., Civil Action No. 76-104) 
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Paul F. Leonard, Administrator of the Washington Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on February 9, 1976 the Commission filed a 
complaint for permanent injunction and ancillary relief 
against American Realty Trust (ART) of Arlington, Virginia, 
and its president, Thomas J. Broyhill (Broyhill), charging 
them with violations of the antifraud provisions of the 
Securities Act of 1933 and the antifraud and reporting 
provisions of the Securities Exchange Act of 1934 (Ex- 
change Act). 


The complaint alleges that ART and Broyhill, in connection 
with the offer and sale of ART securities, namely $15 million 
of 9%% senior subordinated debentures, violated the an- 
tifraud provisions of the federal securities laws in that they 
failed to disclose in the prospectus used in connection with 
offers and sales of said securities (a) that ART had con- 
tingent liabilities of approximately $10 million arising from 
agreements which Broyhill entered into without authority; 
(b) that a $5.8 million construction contract had been ex- 
ecuted by Broyhill without the authority of, and contrary to 
the intentions of, the board of trustees of ART; (c) that ART 
indirectly provided $350,000 to a lessee in a disguised 
transaction to enable said lessee to pay rent arrearages to 
ART; (d) that Broyhill caused Virginia Hotel Management 
Co. (VHM), a company which leased from and operated for 
ART certain real estate owned by ART, to prepare and sub- 
mit to ART inflated and fictitious vouchers charging ART for 
services for which VHM had already been paid to enable 
VHM to pay rent arrearages to ART; and (e) that by engag- 
ing in this fraudulent conduct Broyhill breached his fiduciary 
duty to ART and its shareholders. 


The complaint further alleges that the defendants violated 
the reporting provisions of the Exchange Act in that they 
filed with the Commission false and misleading annual 
reports on Form 10-K and made use of false and mis!eading 
proxy materials. 


Additionally, the Commission filed motions for a temporary 
restraining order and a preliminary injunction and ancillary 
relief. A hearing on the motion for a temporary restraining 
order will be held on February 13, 1976. 





Litigation Release No. 7286/February 25, 1976 


S.E.C. v. KORACORP INDUSTRIES, INC., et. al. 
C-75-2515-SW USDC N.D. Cal. 

Gerald E. Boltz, Regional Administrator of the Los Angeles 
Regional Office, and Leonard H. Rossen, Associate Regional 
Administrator of the San Francisco Branch Office, an- 
nounced that on February 11, 1976, the Honorable Spencer 
Williams, Judge of the U.S. District Court for the Northern 
District of California, entered a Final Judgment of Perma- 
nent Injunction against Norman Lee Pinsky (‘Pinsky’), 
former vice-president and production manager of Koratec 
Communications, Inc. 


Pinsky was enjoined from further violations of the anti-fraud 


and reporting provisions of the Federal securities. laws. 
Pinsky consented to the Judgment without admitting or 
denying the allegations of the Commission’s Complaint. 


The Commission's Complaint, filed on November 26, 1975, 
alleged that Pinsky and certain other Defendants engaged in 
a scheme to misrepresent the true financial condition and 
results of operations of Defendants Koracorp Industries, Inc. 
(“Koracorp”) and KCI by variously causing the latter com- 
pany’s books and records to reflect deceptive information, 
diverting its property and assets, and engaging in activities 
designed to conceal the true nature of KCl’s revenue and 
assets. As a result of these activities, the Complaint alleged 
that Koracorp’s reports to the Commission, to shareholders, 
and to the public were materially false, misleading, in- 
complete, and inaccurate. 


For further information, see Litigation Release No. 7186, 
dated November 28, 1975. 





Litigation Release No. 7287/February 25, 1976 
(M.D. Tenn.) 


Charles H. Anderson, U.S. Attorney for the Middle District of 
Tennessee, and Jule B. Greene, Administrator of the Atlanta 
Regional Office of the Securities and Exchange Commission, 
jointly announced that on February 18, 1976, Henry C. 
Atkeison, Jr., president and sole stockholder of Ambassador 
Church Finance/Development Group, Inc., (Ambassador) 
Brentwood, Tennessee, formerly a registered broker and 
dealer, was indicted by a Federal Grand Jury sitting in 
Nashville, Tennessee, on ten counts charging violations of 
the federal securities laws. 


The indictment alleges, among other things, that Atkeison 
engaged in fraudulent activities in connection with the offer 
and sale of bonds of various churches and investment cer- 
tificates of Atalbe Christian Credit Association, Inc. (Atalbe), 
also a Tennessee corporation alleged to have been under 
Atkeison’s control, in violation of the anti-fraud provisions of 
the Securities Act of 1933 and the Securities Exchange Act 
of 1934. According to the indictment, Atkeison failed to 
remit proceeds of bond sales to the churches entitled thereto 
and did, in fact, convert such proceeds to his personal use 
and benefit and otherwise misapply funds resulting from 
such sales. The indictment alleges that Atkeison knowingly 
made false and misleading representations and promises to 
investors and knowingly concealed from them material facts 
in connection with the securities offered through Am- 
bassador and Atalbe. 


The indictment further charges Atkeison with the sale of an 
investment certificate of Atalbe in violation of the registra- 
tion requirements of the Securities Act of 1933. 


It is further alleged that Atkeison caused Ambassador to 
violate Section 17(a) of the Securities Exchange Act of 
1934 which requires a registered broker and dealer to make 
and maintain specified books and records pertaining to its 
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operations and caused Ambassador to make a false filing 
with the Securities and Exchange Commission in violation of 
Section 32(a) of that Act. 


On November 14, 1974 a consent order of permanent in- 
junction was entered enjoining Ambassador and Atkeison 
from further violations of the federal securities laws. On 
November 14, 1975, the Commission revoked the broker- 
dealer registration of Ambassador and barred Atkeison from 
association with any broker-dealer. 


For further information, see Commission releases 34- 
11661, 34-11833, 34-12046, Litigation Release 6588 and 
Litigation Release 6596. 





Litigation Release No. 7288/February 25, 1976 


SEC v. LONNIE G. POPE, et al. 
(N.D. Ga. C76-343A) 


Jule B. Greene, Administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission, announced the 
filing of a complaint in the United States District Court for 
the Northern District of Georgia, at Atlanta, on February 19, 
1976, seeking preliminary and permanent injunctions 
against Lonnie G. Pope (individually and d/b/a Pope & 
Associates), Richard D. Wachtel! (individually and d/b/a 
Pope & Associates) and Frank Hunter Jones. 


The Commission's complaint charges Pope, of Gainesville, 
Georgia, Wachtel, of Marietta, Georgia, and Jones, of 
Monroe, Louisiana, with violations of the registration re- 
quirements and anti-fraud provisions of the Securities Act of 
1933 and anti-fraud provisions of the Securities Exchange 
Act of 1934 in the offer and sale of interests in oil and gas 
wells or leases and interests in limited partnerships formed 
to invest in the drilling of oil and gas wells. The defendants 
are charged with making misrepresentations concerning, 
among other things, monthly returns and projections of 
profit in the offer and sale of such securities. 





Litigation Release No. 7289/February 25, 1976 


SEC v. COLONIAL REALTY SECURITIES INC., et al. 
(U.S.D.C., Mass.) 


Floyd H. Gilbert, Administrator of the Boston Regional Office 
of the Securities and Exchange Commission, today an- 
nounced that on February 18, 1976, Federal District Judge 
W. Arthur Garrity Jr. for the District of Massachusetts, 
entered an Order of Permanent Injunction By Consent 
against Colonial Realty Securities Company, Hancock 
Management Company of Boston, Massachusetts, David E. 
Dick and Robert Waldman of Newton, Massachusetts, per- 
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manently enjoining them from violations of the anti-fraud 
provisions of the federal securities laws. 


The defendants consented to the entry of the injunction 
without admitting or denying the allegations in the Com- 
mission's Complaint. 


The Complaint and Affidavit filed in the U. S. District Court 
on February 2, 1976 alleged violations of the anti-fraud 
provisions of the federal securities laws in the offer and sale 
of priority participations as limited partners in Colonial Real- 
ty Investment Company, New Colonial Realty Investment 
Company and Tri-Colonial Realty Investment Company. 
Robert Waldman and David E. Dick organized and served as 
the general partners of each of the abovementioned limited 
partnerships and of Hancock Management Company. Han- 
cock managed all of the properties of the limited 
partnerships. Waldman and Dick also served as the presi- 
dent and treasurer of Realty, the exclusive broker-dealer for 
the sale of the limited partnership interests. 


The Complaint alleged among other things that the general 
partners and Realty aided and abetted by Hancock engaged 
in a fraudulent course of conduct and made materia! mis- 
representations and omissions in the offer and sale of the 
limited partnership interests including among other things 
the financial condition of the limited partnerships, the terms 
and conditions of the limited partnership agreements and 
offering brochures, the use of investor funds to sustain af- 
filiates of the general partners, co-mingling partnership 
funds and employing a pyramid device in order to sustain 
payments to investors. Investors in the limited partnerships, 
in addition to Massachusetts, reside in some 16 states, in- 
cluding Maine, New Hampshire, Connecticut and Rhode 
Island. 


Material assistance was provided by the Securities Division 
of the Commonwealth of Massachusetts. 





Litigation Release No. 7290/February 26, 1976 
SEC v. RICHARD W. SUTER 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commission, 
announced that on February 17, 1976, the Honorable John 
F. Grady, Judge of the United States District Court, for the 
Northern District of Illinois, Eastern Division, dismissed, 
without prejudice, a complaint seeking to preliminary and 
permanently enjoin Richard W. Suter, doing business as 
National Investment Publishing Company, a registered in- 
vestment adviser, located in Chicago, from future violations 
of Section 204 of the Investment Advisers Act of 1940. The 
Judge dismissed the complaint after Suter, prior to the hear- 
ing date, voluntarily produced his books and records for in- 
spection by renresentatives of the Commission's staff and 
filed an affi~ .... with the Court which, among other things, 
set forth Suter’s undertaking to comply in the future with the 
provisions of Section 204 of the Advisers Act. 
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The Commission's complaint, filed on January 7, 1976, 
alleged that the defendant, in violation of Section 204 of the 
Advisers Act, failed to produce for reasonable examination 
by representatives of the Commission's staff, books and 
records relating to his activities as an investment adviser. 


For further information see Release No. 7235. 





Litigation Release No. 7291/February 26, 1976 


UNITED STATES v. BEN STEELE 
(D.C., Criminal No. 75-667) 


Earl J. Silbert, United States Attorney for the District of 
Columbia, and Paul F. Leonard, Administrator of the 
Washington Regional Office of the Securities and Exchange 
Commission, announced that on February 17, 1976, before 
the Honorable Gerhard A. Gesell, U. S. District Judge for the 
Distric. of Columbia, Ben Steele of Alexandria, Virginia 
pleaded guilty to certain counts of a 19 count indictment 
charging him with 15 counts of mail fraud, 3 counts of false 
pretenses and one count of offering and selling unregistered 
securities in the form of common stock of National School 
Lunch Company. Specifically, Ben Steele pleaded guilty to 1 
count of mail fraud, 1 count of false pretenses and one count 
of offering and selling unregistered securities. 


Sentencing has been scheduled for March 17, 1976. 


For further information see Litigation Release No. 7123. 





Litigation Release No. 7292/February 26, 1976 


S.E.C. v. CONTINENTAL GOLD AND SILVER 
CORPORATION, ET AL. 
(D-Utah C75-414) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission, today 
announced that the Honorable Judge Willis W. Ritter of the 
Federal District Court in Salt Lake City, Utah, issued an 
Order of Permanent Injunction on Monday, February 2, 
1976, against Hal C. Pettigrew of Salt Lake City, Utah. The 
order permanently enjoins him from violating sections 5(a), 
5(c), and 17(a) of the Securities Act of 1933 and Section 
10(b) and Rule 10b-5 of the Securities Exchange Act of 
1934 in connection with the offer and sale of the common 
stock of Continental Gold and Silver Corporation, a Utah cor- 
poration, and any other securities. Mr. Pettigrew consented 
to the Order without admitting or denying the allegations 
against him. 


For further information see Litigation Releases Nos. 7139. 





Litigation Release No. 7293/February 26, 1976 


U. S. v. J. VICTOR MILLER (D. UTAH, CR74-50) 
U. S. v. JOHN J. BADGER, ET AL. (D. UTAH, CR74-51) 


Walter Barnes, Acting Chief, Criminal Fraud Section of the 
United States Department of Justice, Ramon M. Child, 
United States Attorney for the District of Utah, and Robert 
H. Davenport, Administrator of the Denver Regional Office 
of the Securities and Exchange Commission jointly an- 
nounced that three persons were sentenced in Salt Lake 
City, Utah, in connection with charges made in federal in- 
dictments involving the false and fraudulent and unautho- 
rized issuance and sale of the stock of Flying Diamond 
Corporation, a Utah corporation. On October 24, 1975, Judge 
Sherrill Halbert of the Eastern District of California sitting in 
the District of Utah, sentenced John J. Badger of Salt Lake 
City, Utah, to five years in prison followed by five years 
probation after he was convicted by a jury on four counts of 
the indictment. Evelyn Mitchener of Salt Lake City, Utah, 
was sentenced to two years probation. Jay Victor Miller of 
Twin Falls, Idaho, was sentenced by Judge Halbert on 
January 9, 1976, to serve one year and one day in prison. 
Both Miller and Mitchener entered guilty pleas in the case. 
Miller was an officer and Mitchener, an employee of 
American Stock Transfer Corporation, the stock transfer 
agent for Flying Diamond Corporation. 


Jay Victor Miller was also sentenced on January 16, 1976, 
to five years in prison by Judge Willis W. Ritter of the 
District of Utah on each of three counts of contempt of the 
Court's orders. Those sentences were ordered to run con- 
currently and commence after Miller finished serving his 
sentence of one year and one day. 


(For further information, see Litigation Release No. 6967.) 





Litigation Release No. 7294/February 26, 1976 


SEC v. MEDICAL PROFESSIONAL AIDS, 
RICHARD L. SHIELDS 
USDC/ND, GA., Civil Action No. C76-348A) 


INC. and 


Jule B. Greene, administrator of the Atlanta Regional Office 
of the Securities and Exchange Commission announced the 
filing of @ civil complaint for injunctive relief in the United 
States District Court for the Northern District of Georgia on 
February 19, 1976 against Medical Professional Aids, Inc. 
(“MPA”) and Richard L. Shields (“Shields’’), president and 
majority shareholder of MPA. 
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The complaint alleges violations of the registration re- 
quirements and anti-fraud provisions of the federal securities 
laws. 


The Complaint seeks a preliminary and permanent injunction 
based upon charges that defendants sold unregistered in- 
vestment contracts, namely contracts paying investors a 
return on all sales by MPA. Additionally, the Complaint 
alleges that in offering and selling these investment con- 
tracts to members of the public, the defendants made untrue 
statements of material facts and omitted to state material 
facts. 





Litigation Release No. 7295/February 26, 1976 


SEC v. MELVYN B. MASON 
(1st Jud. D. Pa.) 


Paul F. Leonard, Administrator of the Washington Regional 
Office and Thomas H. Monahan, Assistant Administrator of 
the Washington Regional Office (Philadelphia Branch Office) 
of the Securities and Exchange Commission, announced that 
on February 20, 1976, the Honorable Eugene Gelfand, 
Judge of the Common Pleas Court for the First Judicial 
District of Pennsylvania, sentenced Melvyn B. Mason, Hun- 
tington Valley, Pa., to a minimum of nine months and max- 
imum twenty-three months incarceration, seven years 
probation and fines totaling $14,000. 


Mason had pleaded guilty' on November 29, 1975, to state 
fraud charges in connection with a Ponzi Type Scheme 
perpetrated from approximately 1962 to 1974. The state 
charges included theft by deception, theft by failure to make 
required disposition of funds received, criminal solicitation 
and bad checks. 


The criminal prosecution of Mason resulted from a referral of 
the Commission's investigative files to the District Attorney 
for the City of Philadelphia. 


Mason previously had been permanently enjoined, by con- 
sent, from violations of the registration and anti-fraud 
provisions of the securities laws and pursuant to an offer of 
settlement accepted by the Commission, been barred from 
being associated with any broker, dealer, investment adviser 
or investment company. 


For further information, see Litigation Release No. 
6876/May 13, 1975 and Securities Exchange Act Release 
No. 11544/July 22, 1975. 





‘Mason pleaded guilty to 13 of 17 counts of an indictment 
and was found guilty by the Court of the remaining 4 counts 
following submission of stipulated facts. 
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UNITED STATES DISTRICT COURT FOR THE DISTRICT OF 
NEW JERSEY 


CORPORATE REORGANIZATION 
Release No. 318/February 24, 1976 


In the Matter of 
IMPERIAL ‘400’ NATIONAL, INC., et al., 
Debtors 


IN PROCEEDINGS FOR THE REORGANIZATION OF A 
CORPORATION UNDER CHAPTER X OF THE 
BANKRUPTCY ACT 


No. B-656-65 x 


FOURTH SUPPLEMENTAL ADVISORY REPORT OF THE 5 q 
SECURITIES AND EXCHANGE COMMISSION ON 
PROPOSED PLAN OF REORGANIZATION ee 


|. INTRODUCTORY STATEMENT 


Three of our earlier reports dealt with seven plans of 
reorganization for Imperial ‘400’ National, Inc. (“Imperial’’).' 
In our third supplemental report, we concluded that an inter- 
nal plan, proposed by the trustee, the General Unsecured 
Creditors Committee and Continana Corporation, a 
stockholder, was neither fair and equitable nor feasible.? In 
that report, we showed that certain amendments could be 
made to the internal plan in order to meet the statutory stan- 
dards while noting that other possibilities also might be 
practicable.° 





The approach adopted by the parties in amending the inter- 
nal plan is one which satisfies the issues we raised. The plan 
as amended can be found to be fair, equitable and feasible. 


Il. SUMMARY OF PLAN 


The plan, as noted, provides for an internal reorganization of ‘Tr 
Imperial. The reorganized company wiil assume the ! 
mortgage debt, including notes issued by the trustee to ac- “ 
quire co-owners’ interests in certain motels and current 

liabilities incurred in the trustee’s operations. Reorganized an 
Imperial, as partner, is liable in full for the mortgages ‘ 
($6,007,000 at the end of 1975), but it is entitled to ex- 
oneration from the co-owners’ share of partnership income 
before depreciation, or about 22.6% thereof ($1,357,000). 
Imperial’s net liability is $4,650,000. 





‘In re Imperial ‘400° National, Inc., Corporate Reorganiza- 
tion Release Nos. 312 (July 12, 1972); 313 (August 29, 
1973), 2 SEC Docket 377; and 314 (May 15, 1974), 4 SEC 
Docket 339. 


6@ 


2 In re Imperial ‘400’ National Inc., Corporate Reorganization 
Release No. 315 (July 30, 1975), 7 SEC Docket 604. 





3/d. at 18-23 (7 SEC Docket at 612-614). 
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Claim New Per Cent 
12/31/75 Class Cash Notes Shares* of Shares 
$ 3,274 Notes (7(a)) $ 987 $2,287 = ae 

5,076 General (7(b)) 1,013 2,345 351 33.7 

Subordinated 

1,677 Debentures (8) — _ 357 34.3 

$10,027 $2,000 $4,632 708 68.0 

1,452 shs. Preferred (9) — — 54 5.2 

837,722 shs. Common (10) a — 279 26.8 

$2,000 $4,632 1,041 100.0 

Class Approximate distribution per $1,000 of claim or per old share 
Amount" 
Notes $301.60 $698.40 — — 

General 199.48 461.93 69 $ 337.41 
Subordinated Debentures — — 213 1,041.57 
Preferred (per share) — —_— 37 180.93 
Common (per share) — — 1/3 1.63 





* Ata value of $4.89 per share. 


The plan provides for the distribution of $2,000,000 in cash; 
$4,632,000 in notes; and approximately 1,040,000 shares 
of common stock to unsecured creditors, based on the 
amount of claims plus interest accrued to December 31, 
1975, and to stockholders. In addition, interest accruals 
from January 1, 1976, on all of Imperial’s unsecured debt, 
including 6 1/2% subordinated debentures, will be paid in 
cash. The proposed distributions are set forth in Table |. 


The notes to be issued under the amended plan will bear in- 
terest at the rate of 8% per annum and will mature on 
December 31, 1985. The notes will be convertible into com- 
mon stock of reorganized Imperial at $4.89 per share 
through December 31, 1980, and thereafter at $5.38 per 
share. 


A sinking fund related to the reorganized company’s “cash 
flow” as defined in Article XXI(3) of the amended plan will 
be established for the amortization of these notes. There will 
be no sinking fund payments required during 1976 - 1978 
unless the annual cash flow exceeds $250,000 plus a max- 
imum of $150,000 to amortize any notes issued in payment 
© administration costs. Annual sinking fund payments will 
be $500,000 during the years 1979 - 1981 and increase to 
$800,000 for the years 1982 - 1984. Additionally, in the 
event of sales of property other than in the ordinary course 
of business, one-half of the net cash proceeds before taxes 
will be added to the sinking fund. 


Ill. INCOME AND VALUATION 
Unaudited results for 1975 indicate that Imperial had gross 
revenues of about $12,200,000 and income before taxes 
approximating $900,000. These results exceed by about 
$100,000 the trustee’s forecast made in April 1975. 


The present plan is based on a value of about $11,700,000, 


excluding mortgage debt, which is an increase of about 
$800,000 over the value as of October 1974. The present 
valuation reflects an increase in Imperial’s assets resulting 
from the 1975 after-tax earnings of about $500,000. In ad- 
dition, the parties have agreed that the tax loss carry forward 
component of value has sufficient strength to warrant in- 
creasing it by about $300,000.* 


Of the approximately $11,700,000 equity in Imperial, ex- 
cess cash of $2,000,000 will be distributed to unsecured 
creditors rather than the $1,500,000 previously con- 
templated. The remaining $9,700,000 value represents the 
equity in the motels after mortgage debt which under the 
amended plan reorganized Imperial will assume. This equity 
will be allocated to unsecured creditors and stockholders in 
the form of notes and common stock. 


IV. FAIRNESS AND FEASIBILITY 


We have previously set forth the general principles govern- 
ing the fairness and feasibility of a plan of reorganization 
(Corporate Reorganization Release Nos. 312 at 28-31 and 
313 at 12-15 (2 SEC Docket at 381-382)). There is no need 
to repeat those discussions. 


The issues we raised in our previous report with respect to 
the treatment of holders of Imperial’s notes (Class 7(a)) and 





* In Corporate Reorganization Release No. 315 (pp. 12-13, 
we noted that the tax savings was surest in 1975. We also 
pointed out that the present value of the savings for 1976 
and 1977 would be $757,000 but, in our view, it was “too 
contingent to justify a present increase” in the equity for 
Imperial’s unsecured creditors and stockholders (7 SEC 
Docket at 610). 
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of its general creditors (Class 7(b))* have been resolved by 
this amended internal plan. It remains fair to subordinated 
debenture holders and stockholders. 


We proposed certain amendments in our previous report 
that, inter alia, would make the plan or reorganization for 
Imperial feasible. We therein suggested, as noted supra, that 
other alternatives are available. The amended internal plan is 
an approach which satisfies this statutory requirement. 


By the Commission. (Commissioners Loomis, Evans, and 
Pollack), Chairman Hills and Commissioner Sommer not par- 
ticipating. 


George A. Fitzsimmons 
Secretary 





5 Corporate Reorganization Release No. 315 at 13-15 (7 
SEC Docket at 610-611). 
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